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I >Wor I d-News Business Summary

Greece's political leaders
agreed to form an all-party
government, headed by an ex-
governor of the central hawk,
Xenophon Zolotas, to rule for
the next five months.
A new Cabinet, expected, to
be a mixture of seasoned politi-

cians and prominent personali-
ties, will not include either
Constantine Mitsotakis, the
conservative leader, or
Andreas Papandreoo, the for-
mer socialist Prime Minister.
Page 20

Indians go to poUs
Polling gets under way in India
today in a general election
which is widely expected to
lead to the defeat of Prime
Minister Rajiv Gandhi’s ruling
Congress party. Page 20;
Changes ahead. Page 18

UK sots programme
Queen Elizabeth delivered the
British Government’s busy
legislative programme for the
nOTt session ofParliament in
a ceremony before peers and
commoners. The ensuing
debate was televised for the
first time. Page 10

Modrow warning
East German government
announced moves to decentral-
ise economic control as
Modrow, the new Prime Minis-
ter, braced the population for
“unpopular measures” to curb
currency speculation. Page2

US anti-dumping
US proposed that penalties
governments can impose on
products imported and sold
at unduly low prices should
be extended in scope. Page 20

Basque violence
Spanish and Basque political

leaders were making frantic

efforts to prevent a new out-

break erf Basque separatist vio-
lence after the fatal attack cm
Monday on a group of separat-
ist Basque MPa. Page 3

Libyan Opoc quota
Libya will demand a higher
oil sales quota if Opec raises

the group's overall ceiling in

talks in Vienna on Saturday,
its oil minister said.

Moscow head ousted
Moscow Communist Party
chief Lev Zaikov, a hardliner,
was sacked at a meeting of
the city committee attended
by Soviet President Mikhail
Gorbachev.

Tibetans arrested
Eight people were sent to

labour camps and two others
arrested for staging pro-inde-

pendence marches in Lhasa,
the Tibet capital, a Chinese
newspaper said. Page 7

Koreas move closer
South Korea accepted all pro-

posalsmade by communist
North Korea over an exchange
of family visits. Page 6

More aM for AIM
Development ministers from
the 12 EC nations agreed more
efforts were needed to combat
AIDS in the Third World.

Colombian drug raid
Colombian army uncovered
a imn»m»nir*flt<ftnfi centre

believed to belong to a Medel-

lin drug cartel leader.

Virgin flight delayed
Virgin Atlantic Airways chair-

man Richard Branson and
Swede Per Lindstrand will -

attempt to cross the Pacific

by hot air balloon on Thurs-

day.

bids £263m
for UK Paper
METSA-Seria, leading Finnish
forest products group,
announced an agreed £263m
($412m> takeover bid for UK
Paper, British paper maker.
The cash after is worth 330p
a share but analysts insti-

tutional investors suggested
UK Paper was selling out too
cheaply. Page 21

STERLING: The pound fell

to its lowest D-Mark level since
early March 1987, despite sales

of European Currency Units

Sterling

Against the D-Mark (DM per £)

2.96

2.94

2.92

2.90

2.68

2.86

2.84

November 1989

% the kanif of England. It

osed in London at DM2A500,
down VA pfennigs at the dose.
Currencies, Page 42

S.G. WARBURG, a leading UK
investment banking group,
surprised the City of London
by announcing It Hnri more
than doubled its profits in the
first Half of its frirnTv-ini year.

Page 21

MALAYSIAN roads: a plan
to develop an 870km network
ofprivately owned roads
pnmwi Its mam finawrdal hur-
dle with the completion of a
Ringgit 2.07bn (9758m) loan.

Page 20

RENAULT, French state-owned
car make-, announced plans
to dose Its factory at Biflan'
court, which employs 4,000 peo-
ple outside Pans, where the
company first started produc-
tion in 1898. Page 2

SONY, Japanese consumer
electronics company,.reported
a 80.4 per cent increasem
interim pre-tax profits to
Y88.7bn ($82Qm). Page 25

SAUDI Arabia Is pressing
ahead with plans to develop
a secondary band market in
order to make room to further

domestic borrowing needed
to cover the Kingdom’s chronic
budget deficit. Page 28

PINNACLE West Capital, Ari-

zona holding company, dis-

closed additional large loan
losses at Mara Bank, its trou-

bled savings and loans subsid-

iary. Page 24

JAPANESE machine tools fac-

tories across Japan are
engaged in their biggest ever
retooling programme partly

because of the frequency with
which new vehicle models are
being introduced. Page 7

TEXAS Instruments, a leading
US maker of semiconductors
and other electronic equip-
ment, is to take a $55m pre-tax

charge in the fourth quarter
to restructuring costs.

Page 24

QINTEX: newly appointed
receivers and managers at Qin-
tex Australia obtained bank
funding to allow the TV and
resorts group to continue oper-
ating temporarily. Page 25

SKANDINAVISKA EnskUda
Banken, Sweden’s largest com-
mercial bank, announced that
a new chairman. Bo Ramfozs,
had been appointed to replace
Jacob Palmstiema, who
resigned last week over his
alleged tax evasion. Page 22

BAA received an undertaking
from Cedi Parkinson, the
Transport Secretary, that the
British Government will not
abandon suecial (golden)
share that protects the former
British Airports Authority
from hostile takeover.
Page 21
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White House
Congress agr

cut budget de
By Peter Riddell, US Editor, in Washington

LEGISLATION to reduce the
US federal budget deficit by
more than $14bn was finally

agreed yesterday by Congres-
sional leaders and the White
House.
The budget deal comes after

months of wrangling, seven
weeks into the fiscal year to

which it applies. Democratic
leaders of Congress and the
White House compromised on
both tax and spending, and
both sides yesterday described
the mi as “excellent.”

But it puts off until next
year many difficult decisions

on reducing the deficit, and the
underlying problem remains
unsolved.
The bad feeling generated

between leading Democrats
and the White House daring
the lengthy negotiations, espe-

cially over a possible capital
gain* tax cut, means that early
talks on a 1991 Budget package
are unlikely.

The package meets the tar-

get set by the Gramm-Rudman
deficit reduction legislation by
cutting the deficit to below
tLlObn in the 1990 fiscal year
which started on October L It

rmmhhmg some genuine spend-
ing cuts, an assortment of

minor tax increases and higher
federal fees, and an accelera-
tion of some tax payments.

The key to an agreement
was the acceptance by Demo-
cratic Congressional leaders

that spending cuts previously
put in place should remain
until the first week of Febru-
ary. These cuts, imposed under
the Gramm-Rudman legislation

because of the failure of Con-
gress to agree a budget, save
more than S4-3bn.

Some White House advisers,

including Mr Richard Darman,
the budget director, favoured
keeping these across-the-board
cuts in place to the entire fis-

cal year. This was because
they were genuine spending
reductions and would also
make it Iks difficult to cut the
deficit next year without
breaking President Bush's “no
new taxes” pledge.

This gap may in part be fil-

led by the large cots in defence
spending now being discussed.
However, Democratic lead-

en, with the support of leading
Republicans, objected to
across-the-board cuts because
they would foil arbitrarily on
valued social programmes.
Mr Marlin Fttzwater, the

White House spokesman, said
yesterday that the bill met
President Bush’s demand for at
least $X4bn in "hard” budget
cuts without accounting gim-
micks. The deficit reduction

amounts to $l7J9bn on other
definitions.

The proposals include about
S5-7bn in additional revenues,
with about $2.5bn from acceler-
ated payment of payroll taxes,
restrictions on tax benefits
available under employee stock
ownership plans, limits on tax
deductions for leveraged buy-
outs, and new taxes on ozone-
depleting chemicals. The main
spending cuts are to the Medi-
care health programme in pay-
ments to doctors and in form
programmes.

Senator George Mitchell, the
Democratic majority leader,
said the proposals were M

a very
strong and effective deficit
reduction package."
Democratic leaders and the

White House reached a prelimi-
nary agreement on the 1990
budget more than seven
months ago. This unravelled in
response to pressures for addi-
tional spending and Mr Bush’s
determination to force a cut In
the rate of capital gains tax.
This was successfully blocked
by Senator Mitchell, leading to
yesterday's compromise, which
was agreed as Congress pre-
pared to adjourn until Janu-
ary.

US consumer prices rise. Page
4; Tougher anti-dumping rules
sought. Page 20

UK bank to axe 5,000 jobs
in drive for profitability
By David Barchard in London

TSB, the sixth-largest UK
banking .

group, yesterday
annmnnned plans for .job cuts
totalling more than 5,000 in its

retail banking arm as part of a
drive to bring its profitability
back into Mna with that of Us
competitors.
The cuts, which get under

way with a reduction erf 2000
jobs over the next 12 months,
are the largest ever seen in
British retau banking. TSB has
already cut the number of its

seniormanagement executives
- by 50 last month - and
introduced sharp cuts in the
number of the group's direc-

tors last May.
Mr Don McCrlckard, chief

executive of TSB Bank, said
yesterday: “We have to make
these job cuts because of the
huge cost base we have inher-

ited from the days when the
TSB was a federation of more
than 70 banks.”
About half the jobs to be cut

over the next year will go from
the TSB’s branch network and
the remainder from head and
regional offices.

The bank expects to save
£65m ($i01m) a year as a
result. After five years, TSB’s

total retail hanking operation
will have been reduced to
24,000.

'

Mr Peter EHwood, chiefexec-
utive of TSB's retail
operations, said yesterday that
the Bifu, the hanktog union,
had accepted the need for job
reductions.

He warned that there might
have to be same involuntary
redundancies. Precise details of
who is to go will be made
known to TSB staff in the next
few days.
TSB also plans to move its

retail banking head office from
the City of London to a site in
the West Midlands, saving a
further £10m a year, while Its

mortgage processing
operations win be transferred
to Scotland, reducing its costs
by another £3m a year.

At the same time, the bank
wUl try to improve its profit-

ability with a £200m capital

investment programme. This
will be aimed at improving its

computer systems and reorgan-
ising its 1,600-strong branch
network.
Account processing win be

whiffed oat erf branches to 80
processing centres, while 800

branches are to be refurbished
to play a stronger rote in sales.

: The aim is to bring .TSB’s
operating costs down to below
65 per cent of its income next
year.
Last year, the group’s operat-

ing costs reached 74 per cent of

income, for above the levels of
its competitors.
The TSB job losses are the

latest In a series of similar cuts
by banks and building societ-

ies. Early this year. Midland
Bank announced that it was
cutting its workforce by 2000-
Last month, Barclays, the larg-

est UK clearing bank, said it

would cut its workforce by
2500 over the next four years
bid withoutmaking any redun-
dancies.
Two building societies.

Nationwide Anglia and Leeds
Permanent, shed 400 and 150
jobs respectively this autumn.
James Buxton writes: Oppo-

sition parties in Scotland yes-

terday renewed claims that the
independence of the Scottish
port of TSB bad been lost in
the group’s reorganisation.

Financial performance. Page
12 Lex, Page 20

World Bank warns Africa of

link between aid and reform
By Michael Holman, Africa Editor, in London

THE WORLD BANK today
calls on Africa’s leaders to
become “more accountable to
their peoples” and warns that
without democratic reforms,
many countries’ structural
adjustment programmes will

foil and external aid will foD.

In a foreword to a report
which amounts to the most
searching examination of
Africa’s problems ever pub-
lished by the Bank, Mr Barber
Canabte, the Bank’s president,
says the continent’s “crisis has
continued to deepen.” The 300-

page report describes the out-
look to Africa as “potentially
devastating.”
In what could presage a link

between aid to Africa and

human rights on the continent,

the report stresses that effec-

tive implementation of eco-
nomic recovery measures goes
Hand in hand with “better gov-
ernance."
The comment may well

encourage donors to review the
toms of their aid to Africa,

particularly coming as Western
governments are insisting that
assnstannfl to Eastern Europe
will largely be conditional on
political as well as economic

retoms.
The Bank maintains its View

that structural adjustment pol-

icies are working. But it still

sounds a grim warning,
reinforced with bleak statis-

tics, about the continent's pros-

pects.

“Africa is in danger of being
marginalised in its participa-
tion in both the world econ-
omy - Africa’s share in worid
trade has fallen from 3 per cent
to less than L5 per cent since
1960 - and in global strategic
decision-making, as super-
power competition in Africa
ebbs,” says the report.

The region's economies must
grow by at least 4 per cant to 5
per cent annually for only a
“modest” improvement in liv-

ing standards, according to the

Continued on Page 20
Africa in distress. Page 12'
World Bank seeks way out.
Page 6
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Czech Communists
hint at compromise
By Leslie Colltt in Prague and John Lloyd in London

THE hard-line Government of
Czechoslovakia yesterday took
a first step down the road of
compromise by conceding that
the ruling Communist Party’s
role maybe negotiable.

Mr Ladislav Adamec, the
Prime Minister, told a delega-

tion of leading dissidents that

he favoured a “different con-
cept of the leading role of the
Party” and non-Communists in

the Government
The talks mme as another

vast demonstration, which
appeared to be at leak as big
as Monday’s 250,000-strong
rally, blocked the streets and
squares of Prague. In a striking
indication of the protesters’
new-found fearlessness, thou-
sands of young people lined the
balustrade of the National
Museum overlooking Wences-
las Square — a magnificent
building which was blasted by
Soviet tanks in 1968 - and
jeered at police cars passing

Cardinal Frantisek Tomasek,
the Roman Catholic primate,
sent a message which was read
to the crowd saying: “We can-
not wait any longer. We need a
democratic government”
Prominent dissidents includ-

ing Mr Vaclav Havel, the dis-

tinguished playwright and the
country’s most prominent dis-

sident, addressed the crowd

from the balcony of the news-
paper Svobodne SIovo, undis-
turbed by police. Mr Havel,
who has been jailed on several

occasions for his views, was
yesterday nominated to the
delegation meeting Mr Adanec
but was not allowed into gov-
ernment headquarters, partici-

pants said.

Two members of the delega-
tion quoted Mr Adanec as say-

ing that the Government might
enter into talks with the Char-
ter 77 dissident movement but
that he insisted the protests
had to Stop and that wnHalimw
had to remain.
. They said that he' ruled out
violence against demonstrators
and disassociated the Govern-
ment from the violent police

response to last Friday's dem-
onstration.
Meanwhile, the official CTK

news agency announced that
the General Prosecutor’s Office
was “investigating the causes
of action taken by security
forces. . . and its adequacy.”
The youth newspaper Mlada
Front later said that 142 judges
from the Prague district courts
had demanded the inquiry.

Last Friday's demonstration
was met by tear gas, unmuz-
zled dogs and beatings, alleg-

edly resulting in the death of a
student
Rebirth of hope, Page 3

US advisers

hotel in

By Tim Coone
in San Salvador

FOUR US military advisers in
El Salvador were taken pris-

oner yesterday by left-wing
guerrillas in a daring assault
on a hotel In San Salvador, the

capital.

Last night the White House
said military action to protect
US lives was not ruled onL
The US condemned the attack
as a terrorist act and warned
that President George Bush,
who held meetings with his
advisers on possible action,

felt “very strongly" about his

responsibility to protect Amer-
icans.
Twenty-nine people were

held inside part of the Shera-
ton hotel complex by the Fara-
bnndo Marti National Libera-

tion Front including the four
Americans, one Chilean and
one Guatemalan military
adviser. No Indication was
given about what would hap-
pen to them, although the
guerrillas Insisted they were
not hostages but prisoners of
war.
The hotel, no longer owned

by the US chain, is in the
wealthy north-west suburb of

the city known as Escalon.
The attack began at 4 am as

a guerrilla column moved In
under the cover of an electric-

ity blackout to take control of
part of Escalon.
Judging by the gunfire, gov-

ernment troops were once
again taken off-guard, putting
up little resistance to the guer-
rillas’ occupation of the sub-
urb
The renewed rebel offensive,

after a lull In the fighting,
demonstrates that El Salva-
dor’s besieged right-wing Gov-
ernment is still tumble to con-
trol Its own capital. The
country’s stability in the face

of the 10-year-old insurgency
has been a keystone of US Cen-
tral American policy, and was
one of the elements which
sparked US involvement in
Nicaragua.
The US yesterday Ml open

the option of military inter-
vention.
A White Honse statement

said President Bnsh who kept
closely in tonch, believed
“very strongly in our responsi-
bility to protect American citi-

zens. But we cannot speculate
on steps the US or the Salva-
doran government may be
undertaking or considering at
this time."
Mr Marlin Fitzwater, the

President’s spokesman, later
added that so far aid requests

Continued on Page 20
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Gorbachev shifts Moscow
party chief from post
By John Parker in Moscow

ONE OF Mr Mikhail
Gorbachev's conservative
opponents has been shifted

from his post - Mr Lev Zai-

kov, the Moscow Communist
Party leader and a member of

the ruling politburo.

ja a move open to conflicting

interpretations, Mr ZaJkov was
named as first deputy chair-

man of the Soviet Defence
Council, of which President
Gorbachev is chairman.

fast September, Mr Gorba-

chev removed three full mem-
bers and two non-voting mem-
bers from the pofitburo. most
of them left-overs from the dis-

credited Brezhnev era.

Last month the conservative

editor of Pravda was replaced

by one of Mr Gorbachev's
assistants, Mr Ivan Frolov.

Mr Zaikov*s move comes at a
time when the Communist
Party is facing grass-roots criti-

cism, failing membership and
the prospect of humiliation in
local elections next spring.

A special party conference of

local activists is to be held in
the spring to discuss the wide-

spread sense of disillusion.

This was confirmed by Mon-
day's edition of Pravda, the
party newspaper, which car-

ried a series of scathing
attacks cm party organisation

and methods of work by local

activists. At the same time Mr
Boris Pugo, who was elevated

to the politburo in September's
purge, confirmed that 18,000
people had left the party so far
this year.

Dissatisfaction within the
party is compounded by popu-
lar dissatisfaction outside lids
too has affected Mr Zaikov
because Mr Gorbachev is

demanding that local party
bosses should stand for popu-

larly elected posts as weft.

Mr Zaikov has earned the

enmity of many Muscovites for

having replaced the lionised

figure of Mr Boris Yeltsin as
Moscow party leader in
November 1987. Mr Yeltsin's
personal popularity received a
ringing endorsement in this
spring's elections and has
remained little tarnished by
subsequent scandals.

Mr Zaikov reversed many of
Mr Yeltsin’s more popular ini-

tiatives, limiting unofficial

street demonstrations and
rtomiTig out the street painters
and poets of the Arbat area.
Though Mr Zaikov remains a

member of politburo far the
moment, custom dictates that
Us successor, the reformist Mr
Yuri Prokofyev would replace
him at the earliest opportunity
- the next plenary session of
the central committee.

E Europe loans to be proposed
By David Buchan fn Brussels

THE European Commission is

today likely to propose grant-

ing Poland and Hungary loans

of up to Ecus 200m (£l42m) to
improve their industrial infra-

structure, in a farther step to

help the beleaguered econo-
mies erf these two politically

reformist states.

The proposal by Mr Karel
Van Miert, the CotnmlssuHiar
responsible for EC credit
operations, would use the
fund-raising capacity of the
European Coal and Steel Com-
munity (ECSC) to provide
loans at competitive rates.

Normal commercial credit
channels are virtually closed to
Poland, mmMp to service its

$40bn debt, while Hungary baa

suffered a recent run on its

hard-currency reserves.
If approved by the full Brus-

sels Commission today, the
ECSC loans would go for
approval to EC governments
whose leaders last weekend in
Paris endorsed substantial aid
to democratic East European

The ECSC loans would be
guaranteed by, but not a direct
charge on, the EC budget. Orig-
inally intended just to modern-
ise EC coal and steel
operations, ECSC financing
has in recent years been
extended outside the Commu-
nity for infrastructure projects
that use EC steel, and this
would be a condition of any

loans to Eastern Europe.
The wider effort to aid War-

saw and Budapest resumes on
Friday when officials of the
Group of 24 industrialised aid
donors meet In Brussels in
advance of their ministers con-
vening there on December 13
along with, for the first time,
the Polish and Hungarian pre-
miers. The next step in Brus-
sels' fast-moving economic
diplomacy with Eastern
Europe will come early next
month when Mr Frans
Andriessen, the EC external
affairs commissioner, is to visit

East Berlin to discuss the
shape of a trade and economic
cooperation accord with East
Germany.

Renault to close factory at Billancourt
RENAULT, the French
state-owned car maker, yester-

day announced plans to dose
its factory at Billancourt,
which employs 4,000 people
just outside Paris, where the
company first started produc-
tion in 1898, Wlffiam Dawkins
writes from Paris.

The move comes just a week
after the European Commis-
sion threatened legal action

agaiimt the French government
for failing to enforce a 1988
agreement under which Ren-
ault would cut capacity as a
condition of a FFrlZbn (£L2bn)
state debt writeoff
However, Renault officials

would not comment cm sugges-
tions that fills was a concilia-
tory gesture to the Brussels
authorities. This was part of
file group’s longer-term strat-

egy of concentrating produc-
tion at the most profitable
steme, they syfrf.

The Billancourt site has
been the focus of serious indus-
trial discontent in recent years
and accordingly become a
national symbol of labour con-
flict The proposals will be sub-
mitted shortly to Renault's
works council and board of
directors.

E Germany moves to

decentralise economy
By David Marsh in Bonn

THE East German government
yesterday announced moves to
decentralise economic control
as Mr Hans Modrow, the new
Prime Minister, braced the
population to prepare for
“unpopular measures” to curb
currency speculation.
In a decision which was

billed as the first step towards
economic reform, the govern-
ment's Planning Commission
said in a statement from East
Berlin that It was catting by
half state-decreed manning for
Individual industrial sectors.
The Commission «aH

that 18-day and monthly pro-
duction targets for East Ger-
man enterprises were being
abolished to aid efficiency and
Increase the autonomy of
state-owned companies.
Mr Modrow. speaking dar-

ing a visit to an electrical
works In Berlin, confirmed
that the government would
tomorrow bring in tight** con-
trols over the East Mark.
This would protect the cur-

rency from heavy selling is
the wake of the opening of
East Germany's benders a fort-

night ago.
Referring to the large-scale

selling of East Marks for

D-Morics by travellers crossing

westwards, Mr Modrow was
quoted by the official adn
news agency as saying that he
could not understand bow East
German cifizais were simply

“throwing away- their hard-

earned cash.

At the gnwiA Ham, the gov-

ernment yesterday announced
that local authorities — art

present subject to highly cen-

tralised control - would be
allowed more independence In
allocating expenditure.

The measures form part of
Hr Modrow's government’s
efforts to introduced what it

has dubbed “a markatariented
planned economy".
East Berlin particularly

wants the large state-owned
corporations, or Kombtoate, to
operate more independently
and to allow more autonomy
for small private sector busi-

nesses.
Mb Christa huff, the new

Economy Minister, who is one
of Mr Modrow’s three deputies

as prime minister, has how-
ever, made dear that the new
policies under consideration
will Involve no basis for
departure from socialist prin-
ciples.

Improved East-West
aviation links sought
By Paul Abrahams

EAST European countries are
using the context of improving
East-West relations to forge
closer links with West
European transport organisa-
tions.

Poland, Hungary flni< tin*

Soviet Unlonhave already
approached the European Civil
Aviation Conference (BCAC),
the Paris-based organisation
co-ordinating the security,
technical and economic
aspects of European dvll avia-
tion.

A request by the East Ger-
man authorities to attend a
working party group has
already been accented while
file Bulgarian aviation author-
ities have also been in contact
with the conference.
“Things are moving very

test - requests are oomfnr fat

from all sides*” Mr
Edward Hudson, secretary of
ECAG. “We have really only

been in contact with the East
Europeans for the last two or
three weeks.”
Mr Hudson believes the

most important benefits for
the East Europeans may be in
the area of technical harmoni-
sation. He suggested that if

East European airlines were
prepared to accept western
standards they would g
easier to lease aircraft for
hard currency in Weston
Europe.
The requests from Eastern

European authorities ore part
of wider move for closer trans-
port links with Western
Europet
• Lufthansa, the West Ger-
man state airline, said It

planned to double weekly
flights from the Federal
Republic to Leipzig Co meet
extra travel demand between
the two Germanys, David
Marsh adds.

‘INSTITUTIONAL CHANGE NEEDED TO COPE WITH EMU’

Delors seeks European refon
By Lucy Keflaway in Strasbourg

ME JACQUES DELORS,
president of the European
Commission, said yesterday
that a trig overhaul of Eure
peas ftwt»ntinn» was needed
to cope with a future enlarge-

ment of fite Community and
with European monetary union

(Emu).
He suggested a strengthened

Commission that would bo
more politically accountable
and would have greater execu-
ttve powers, and a revamped
Council that would consist of

regular meetings <tf prime min-

isters on. Community affairs.

Mr Delors was addressing

the European Pariiamaitt dur-

ing a debate on institutional

reform at which many pariia-

mentarlass expressed the need
for stronger links with
national governments and
broader powers over Commu-
nity legislation.

Some kind of institutional

change was inevitable as a
result of movement towards
economic and monetary union.

Mr Delon said. The new
arrangements would need to be

discussed at an inter-govern-
mental conference, possibly at

the next one to be held on Emu
or a separate one three or four
yean later.

Mr Delors raised the possi-

bility ofa 22-raariber European
Community in which the pres-

ent institutional arrangements
would become “bogged down
with hot air." Already there
was a need for a strongs’ exec-

utive, he said, as “nobody is

there to cut through the
knots”. His plans outlined for
fire Commission would involve
reducing the numbers of cam-
mtesknen from the present 17
and ending the system of fixed
four-year terms.
He argued that commission-

ers should be made more
accountable to parliament,
which would be able more eas-
ily to demand their resigna-
tion. “You can’t have power
without responsibility. The
rally people appointed for six

or seven-year terms are Judges

OF batik gOVUXtiOn -

think about that," he said.

More power also needed to

be given to the European Par-

liament, which be denied

would mean taking it away
from national parliaments.
Mr Delors supported a sug-

gestion made recently by Mr
Michael Headline under which

a senate would be created from
members of parliament in the

12 countries. However, Mr
Delors said he preferred his

own in which govern-

ment ministers would act as a
second tier to parliament.

Under Mr Delors' suggestion,

much of the administrative

work now being carried out by
the Commission would be
devolved to independent agen-

dea. These would look after

such areas as the Common
Agricultural Policy arid merg-

ex-controL

Mr Delors bemoaned the lack

of information, between Brus-

sels national parliaments.

Changes to

socialcharter
anger MEPs
By Lucy KwOaway

THE EUROPEAN social
pharlw anrt Commission plan*

for implementing it yesterday
received a rough cue in the
European Parliament, where
Win majority Socialists and the
Christian Democrat groups
claimed it bad been so watered
down it was “not worth the
paper it was written an."
Mr Jeen-Pterre Cot, Socialist

group leader, said that if the
present weak version of the
charter were adopted at
month’s Strasbourg summit,

t wouldHip PsTlfanwtf
by

retaliate

on the

He threatened the
Socialists Wilght HinuMw pang
the Parliament’s negative
power of censure, under which
it is able to sack the whole
Commtoton.

“We have the censure power
and it is about time we used
it," he sakL
The Socialists want the char-

ter amended to make it legally
hfinttng

,
to cover a& eftimns

rather than just workers, and
to contain broader measures
OD nrfal right*

Euro-MPs may reject

second banking directive
By Lucy Kettaway

THE second banking directive,

one of the most Important
parts of the stogie market leg-

islation put forward this year,

may be voted down by the
European parliament In its

final reading of the Mil today.
Several amendments to the

MB, which would
the reciprocity agreements
would impose tough capital
requirements on branches of
third country banks, are likely

to be passed by the parliament
These amendments will be

refected fry the Commissfam as
unnecessarily bureaucratic,

voSeosfthe^hoae directive. If

it is overturned by parliament
it could cmly subsequently be
adopted by member states an a
unanimous basis.

The Commission was yester-

day lobbying earnestly to get
parHamoot's approvaL Officials

seemed optimistic of a compro-
mise muter flip COUUXtiS-

mon would draw up reports on
bank brandies and on reciproc-

ity, which would go to padte-
mmt for its comments.
The parliament is angry Hurt

its views have not been taken
Into account in the diuwlug up

of the banking legislation.

Zt is concerned that branches
of third-country banks might
have an unfair advantage in a
single market. It also fears that

the existing reciprocity danse,
under which third-country
banks setting up in Europe
must not discriminate against

European bonks and homes, is

not sufficiently fight
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Tension rises in Rebirth of hope in St Wenceslas
Basque country LesIie memories of Prague 1968 are brought back to life

_ _ .Tfr CURBED memories of square, demanding elections. Soviet colossus - for better or of the East. The artl

1%, /H BJ 1 ^ J 1908 came into sharp Such was the bitterness back worse. boom, however, ground

VI SS 84 1 1 if*HI J-J focus as I stood below in 1968 that even Mr Alexander It was for worse: idealistic halt in the early 1980s.
A. v A.n, AVJ fMV/w the statue of St Wenceslas in Dubcek. the reformist party vounp nTechoslnvak nnmm». inc

By Peter Bruce in Madrid

SPANISH AND Basqae
political leaders were making
frantic efforts yesterday to pre-

vent a new outbreak of Basque
separatist violence, following
the fatal attack on Monday
night on a group of separatist

Basque JMPs who had come to

Madrid to take, for the first

time, seats in the Spanish par-
liament which opened yester-

day.
Two masked men opened fire

on the seven MPs and senators
of Herri Batasuna, the political

front organisation for the
Basque terrorist group Eta,
while they were dining in a
Madrid restaurant They killed
one MP, Mr Josu Muguruza,
and gravely injured a second.
Mr innfci Esnaola, who was one
of the prime movers in HB’s
decision to come to the Cortes
in Madrid.
Hern Batasuna immediately

called a general strike in the
Basque country for today,
when Mr Muguruza will be
buried. The extent to which
the call is followed will test

conventional Basque and Span-
ish opinion that the separatists

have been slowly losing sup-
port in the region.

Herri Batasuna’s decision to
take up its seats in the Cartes
had generated high hopes in

Madrid and among non-violent
parties in the Basque country
that HB might eventually have
to distance itself from Eta in
order to participate fully in a
democratic Institution.

The surviving members of
the HB dinner did not attend
the opening of the new Cortes
yesterday, But Mr Jon Idigoras,

the party's chief spokesman,
and a survivor of the attack,

said the attack ™<b it all ttm
more necessary for Herri Bata-
suna to take up the seats and
press for negotiations between

Eta and the central govern-
ment.
Sporadic outbreaks of vio-

lence were reported from the
Basque country yesterday and
all Spanish political leaders
condemned the shootings, in
an effort to cool tempers.
Prime Minister Felipe Gonzdlez
called it

Ma horrendous crime,
like all other terrorist crime"

and said the police investiga-

tion was now "the govern-
ment's number one priority".

Eta has killed more than 600

people in the last 20 years, and
struck again in Madrid last Fri-

day when gunmen killed a
Senior army officer in his car.

It is thought likely that the
two assassins were either con-
nected with the military or to

Francoist fascist groups. Mon-
day was the 14th anniversary
of the death of the former mili-

tary ruler General Franco and
the fourth anniversary of the
killing of a Herri Batasuna
leader in Bilbao. Soon after the
shootings, a group of young
fascists gathered outside the
restaurant winging the hymn of
Franco’s Falange Party.

It is not known when Herri
Batasuna plans to take up Its

seats in the Cortes. Mr Mugu-
ruza's replacement, according
to the list drawn up by the
party before the general elec-

tion on October 29, would be a
man currently awaiting trial

for alleged involvement with
Eta.

Herri Batasuna won 186484
votes, or 16.9 per cent of the
vote, in the Basque country in
October, well down from its

best performance of 210,430 in
the European elections in 1987.

This slippage, it is thought,
played a big role in the deci-

sion to come to the Cortes and
so combat efforts by other
Basque parties to Isolate it.

East bloc’s winds
of change reach
Italy’s Communists
By John Wyles in Rome

IF THE political
transformations under way in
Eastern Europe point to a new
era in European history, they
have also lit a fuse under the
rigid political structure which
has governed Italy for the past

40 years.

For decades, Italy’s political

mould has been largely painted
in Christian Democrat colours,

because .the only alternative

g
overnment has offered a
right red motif dominated by

the hammer and sickle. It is

too soon to know whether an
explosion lies ahead which
could crack this mould.
But in a virtuoso display of

political leadership, which may
yet prove miscalculated, Mr
Achille Occhetto, the 53-year-

old leader of Italy’s Communist
Party (PCD, has been moved by
the recent upheavals in the
Eastern bloc to seek a con-

trolled political explosion in

Italy.

The attempt be launched last

week to persuade the party to

adopt a new identity and a new
name has stunned the vast
majority of his comrades,

,

and
portends long and divisive tor-

ment
Passions are so inflamed

that a spontaneous protest out-

side the FCTs Rome headquar-

ters posed a physical threat to

known Occhetto supporters

when they arrived for a crucial

central committee meeting
beginning on Monday evening.

The 400-member committee
will debate throughout the
week Mr Occhetto's proposal

that by one means or another
the PCI must seek to refound

itself as a new vehicle for those

forces seeking a socialist alter-
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native to four decades of Chris-

tian Democrat-dominated gov-
ernments in Italy.

By jettisoning its name and
some ideological baggage, Mr
Occhetto believes the. BCI.can .

halt the slow decline cfrrthfe-

decade, which has “reduced its •

support to around 25 per omit
or 10m votes.

His aim is twofold: to create

the basis tor a new co-opera-

tion an the left in Italy, partic-

ularly with the Socialists, and
to seek a broader base of politir

cal support among middle-class

Italians who care about the
environment, women’s rights
and civil rights - and are disil-

lusioned by the pervasive and
corrupt control of the DC and
its long-standing coalition

allies, who include the Social-

ists.

The PCI tradition of loyalty

to the leadership gives Mr
Occhetto a good chance of suc-

cess in his gamble. But he is

not assured of doing so.

because the old guard, rallied

behind his one-time mentor
and leader of the party’s left,

75-year-old Mr Pietro Ingrao, is

emerging as viscerally opposed
to his new strategy.

hi a long speech to the cen-

tral committee yesterday, Mr
Ingrao aimed directly at the
Achilles heel of the Occhetto
strategy, pointing to the
absence of any signs that Mr
Bettino Craxi's Socialists or
any other force on the left

would actually participate in
the' new joint venture.
Mr Occhetto’s political prob-

lem is that - he has prepared
none of the ground before sud-

denly
.

planting his party at
arguably the most important
cross roads of its 68-year his-

tory. Though he has been nur-
turing the move at the heart erf

his strategy since he took over
as leader in June last year, he
apparently decided to move
between November 10 and 12;

his intentions were crystallised

by a discussion in Brussels
with Mr Neil Kinnock, the
leader of the British Labour
Party, and the opening of the

Berlin Wall.

Mr Occhetto set out some,
but not all, of his WH-nicing in

his keynote speech to the cen-

tral committee on Monday
evening. In the first place, tie

party’s role over the past 25

years as a critic of the Soviet
and East European regimes
was now exhausted "because it

has been fully justified by
events".

Democracy was now being
embraced as a "universal
value" and the Socialist - Inter-

national would become an
increasingly important focus of

organisation for the European
left. "Italian communists can-

not indefinitely go on proclaim-

ing their difference in the
world, inside a proud isola-

tion." he said.

By the end of the week, Mr
Occhetto and the PCI may
know whether it is heading for

a new beginning or searching

for a new leader.

B LURRED memories of
1968 came into sharp
focus as I stood below

the statue of St Wenceslas in
Prague tn a sea of 250,000 exu-
berant demonstrators on Mon-
day.
Most of them were young

people whose parents I remem-
bered from the exhilarating
Prague Spring of reforms in
1968, when everything seemed
possible. They shook their fists

helplessly when their home-
land was violated by Soviet-led

troops that fateful August 2L
Then as now, reporters

looked on at the statue of the

Czech patron saint as young
people placed lighted candles
and flowers at the base of the
monument, and softly sang the
pwh national anthem

Recalling the words of their

nation’s medieval hero Jan
Hus, burned at the stake for
his reformist convictions, they
chanted: "The truth shall pre-
vail.”

Less than a dozen people
died in Prague in 2968; the big-

gest casualty from the tonka
that crushed a reform move-
ment and demoralised a nation
was hope.
This week, it was the stu-

dents of Prague’s Charles Uni-
versity and other young people
who shed the legacy of resigna-
tion and passivity left by their
disillusioned elders. Only grad-
ually did older people join
their children on the

square, demanding elections.

Such was the bitterness back
in 1968 that even Mr Alexander
Dubcek, the reformist party
chief; was eventually blamed
by his despondent people who
bad adulated him only months
before.

Mr Dubcek came to be
blamed by ordinary people for

raising false hopes after the
invasion that "socialism with a
human face" would be rescued
if citizens remained »<im.

The population felt deceived
and abandoned, much as
Czechoslovaks did in 1938
when Hitler’s Wehrmacht
marched into the Sudetenland.
The West, of which Gsechs and
Slovaks were an intrinsic part,

had left them in the lurch.

In the final analysis, the
path to power in February 1948

of the Czechoslovak Commu-
nists was paved by the refusal
of Britain and France to risk a
conflict with Hitler over “far
off" Czechoslovakia.
The Communist takeover in

1948 was never merely the
"putsch” which the West
claimed. The Communists
went from one strength to the
next among workers and intel-

lectuals as a result of the
West’s failure to aid Czechoslo-
vakia.
They were the second-stron-

gest party in the last free elec-

tions of 1946. Czechoslovaks,
disillusioned with the West,
saw a future tied with the

Soviet colossus - for better or
worse.

It was for worse: idealistic

young Czechoslovak Commu-
nists who volunteered to help
build the new steel mills and
coking plants of Northern Boh-
emia became victims of Stalin-
ist intrigue.

Within a few years the party
was dominated by apparat-
chiks and had spawned the
first virulent anti-communists.
This was the fate of a small
Central European land which
was a pawn of its powerful
neighbours.

H ighly-developed
Czechoslovak industry,
which had supplied all

of Europe with motor cars,
shoes and glassware, was con-
verted into a mass supplier of
mediocre equipment for the
factory halls of the Soviet
Union.
The invasion of 1968 marked

the logical conclusion of the
political cul-de-sac Czechoslo-
vakia bad reached in 1948.

Mr Gustav Husak, who took
over as party leader - in effect
Moscow's man in Prague - af-

ter the invasion, knew there
was no chance of winning over
his beaten countrymen.

Instead, he filled their wage
packets with money, the
butcher shops with meat and
the streets with Skodas.
Czechoslovakia became some-
thing of a consumer paradise

of the East. The artificial

boom, however, ground to a

halt in the early 1980s.

Investment-starved industry

was incapable of earning hard

currency in the developed West
and shifted to customers in the

Middle East who soon proved

unable to pay back the credits

Prague bad to advance them
for pipelines and power sta-

tions. A once-sophisticated

economy was reduced to sell-

ing wood, coal and basic chem-
icals to Western Europe.

The young protesters in

Prague, Bratislava and other
cities repeatedly called for the

resignation of Mr Milos Jakes,

the Communist leader, and his

Politburo. But where were the

reformers who would replace

them?
The parents of these young

people in 1968 believed the
mild-mannered Mr Dubcek
could reform the Communist
system. But now young
Czechoslovaks are demanding
nothing less than free elections

and thus a certain end to Com-
munist rule.

The party's last reformers
were expelled after 1968, leav-

ing behind a few ideologists
and many careerists and tech-
nocrats. They were tied to the
party only by the privileges it

gave them. In the future their

loyalties are bound to shift in

whichever political direction
Czechoslovaks decide to pro-
ceed.

By Robert Taylor in Stockholm

THE Finnish government,
facing with rising inflation and
a surging external deficit,

threatened yesterday to intro-

duce a tough austerity budget
in spring unless workers and
employers agree quickly to a
two-year incomes policy.

Under the ultimatum issued
by Mr Hard Holkeit the Prime
Minister, the main central
trade union body and employer
organisations have a week to

accept a two-year wage stabi-

lisation accord, which aims to
ensure that real incomes rise

by more than 4 per cent by
the end of 1991.

If both sides agree by the
middle of next week, individual
unions will be given until the
end of December to accept it as
well. If this happens, existing
fiscal policies will continue.
However, Mr Holkeri also

spelt out a tough alternative,
to be introduced from next
March if there is no such vol-

untary incomes policy. This
would involve:

© a one per cent increase in
wage earners' social security
contributions;

O a one per cent increase in
employers’ sickness insurance
contributions;
A a compulsory savings
scheme to last until 1991 which
would deduct one per cent
from all employees earning
more than FM60.000 a year;

d a cut in central government

expenditure of FMlbn (£l47ml.

The Ministry of Finance esti-

mates that the direct effect of

these austerity measures
would cut domestic demand by
FM6bn-FM7bn but if the indi-

rect consequences are also

included it would mean a

removal of up to FMSbn from

the economy.
The government also calcu-

lates that such a tightening of

fiscal policy would help to

reduce the present spiralling
wage-price inflation, which
means a rise in the consumer
price index of 6.5 per cent this

year and an 8.5 per cent
increase in earnings.

©Sweden's finance minister,

Mr Kjell-OIof Feldt. issued a
grim warning yesterday about
foe deterioration in the Swed-
ish economy but he said that a
devaluation would not solve

the problems caused mainly by
a rapid rise in costs due to an
accelerating price-wage spiral,

which has pushed pay rises

this year to nearly 10 per cent
Speaking to a trade union

conference in Stockholm, he
pointed out that wages in Swe-
den were rising three to four

times as fast as productivity

and this was making foe coun-
try's goods increasingly
uncompetitive on international

markets.

ADVERTISEMENT

A New Giant
Emerges

The Norinchukin Bank is a behemoth institution,

and one ofa selectfew with a TripleA credit rating.

Now the bank is beginning tofed its way offshore.

Managing directorAkira Kodama and general

manager ofthe internationalfinance and investment
division, Hirosuke Sato explain. ^ **„«**«
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Me. Aldn Managing Director,

The Norinchukin Bank
Ma Hbvmikc Sato, General Manager,

The Norinchukin Bank

Robins: Firstly, couldyou give

a brief idea of just what the

Norinchukin Bank is?

Kodama: Even in Japan,

most people know our

: naitts fe«F know just what we da
Norinchukin Bank is the central

bank for the co-operative system

of agriculture; fisheries and for-

estry. We operate under the

Norinchukin Bank Law; which
establishes our basic mandate.
Since we are not a normal joint

stock institution, there are points

of difference.

The second point is what we
do in terms ofour business. As for

our lending operations, our cus-

tomers are mainly co-operatives,

related organisations and public

corporations- So you could say

that we are a wholesale bank.
Because of our rather special

characteristics, for most people we
rue not as familiar as are other
companies that deal with the
general public

For foreign investors we are

somewhat difficult to understand
for the same reason that we are not

' wefi known domestically. And also

we are somewhat latecomers to

international business.

However, our international

business activities in foreign cur-

rencies are Increasing steadily; and
we look forward to a further in-

crease in the future. We also expect

to lift our foreign currency assets,

so that gradually knowledge of our
activities will expand.

Robins: Deregulation con-
tinues to sweep through Japan's

financial system. How is the
Norinchukin Bank coping?

Kodama: Wfe have had to look
at this from two directions. Firstly;

our funds are raised through af-

filiated organisations, so we need

measures to strengthen the retail

deposit network. In this area

we have worked to strengthen

management of many of these

co-operatives, which have been our
solid deposit base

We worked to promote merg-
ers of some co-operatives, along

with helping to increase their capi-

tal base and train personnel We
have been implementing these

programmes for several years and,

looking at the individual opera-

tions of the co-operatives, we feel

that we have achieved good results.

Secondly, there are the tasks

feeing the bank itself in the

environment of liberalisation,

securitisation and internationalisa-

tion. Here, we need to strengthen

our portfolio and re-inforce our
financial and fund management

capabilities.

Reflecting the changes under
way within the bank, in 1987
we established a wholly owned
subsidiary in London, and, last

July we established a subsidiary in
Zurich as part of our expansion
strategy.

Success in Euromarket
Underwritings

Ws are confident that these

moves have contributed to improve
our capability and competitiveness.

As one indication, even though the
London subsidiary was established

only in 1987, last year we partici-

pated in 150 underwriting syndi-

cates, ranking us number ten out
of the 51 largest Japanese institu-

tions in London. As a bank well

experienced with yen, we have em-
phasised the underwriting of yen-
denominated sovereign Eurobonds
and Euro CP. This effort has been
highly evaluated, and we were

invited to join the IPMA (Inter-

national Primary Market Associa-

tion) in April 1989. We feel that

this is a remarkable achievement

considering that we are latecomers.

We are positive about the new
business environment following de-

regulation, and regard these new
areas as a means to increase our

Robins: How does your inter-

national business link in with your
domestic activities?

Kodama: One of the aims is to

support the overseas activities of
our domestic customers, and one
way of doing that is by helping

them to issue bonds offshore

Another has been to diversify our
own investments.

Offshore Investments

Continue Rising

Our overseas assets are in-

creasing steadily. Securities hold-

ings account for about one third of
total assets. Of that about 20 per

cent is paper issued by foreign bor-

rowers, including yen-denominated
bonds and substantially yen-
denominated bonds by swap.

Sato: These are not short-term
investments. So, when there are

very sharp short-term fluctuations,

we cannot affect that. Our empha-
sis is on long-term, and not short-

term, stability. Still, we think that

the yen portion of our investments

is very large compared to the total.

If the foreign exchange rate were
stahk; then we could increase the

foreign portion.

Currently, we are very confi-

dent with our present ceiling, and
as our assets continue to grow,

then so too will the absolute level

of foreign assets expand.

Robins: In broad terms, what

is your international strategy?

Sato: We have two main

targets. The first is to meet the

changing needs of our member
organisations, and agribusiness

corporations in Japan. The second

is to develop our capabilities

to diversify our own investment

portfolio.

One typical example occurred
ten years ago when Zenno, the

trading arm of the agricultural co-
operatives in Japan, started a huge
grain elevator in New Orleans. We
assisted in the purchase; marking
our first move offshore

Too Bigfor Tokyo
Market

We are one of the largest in-

stitutional investors in Japan. In
our long history we have been
swimming in the waters of Japan,
but finally we grew too large for

this single market. The yen is now
a very strong currency so; to pro-

tect our portfolio; there is a feeling

we must diversify from the yen into

other currencies.

London Operations to be Expanded

Since Norinchukin Interna-

tional Limited was established

in July 1987 as the first mer-

chant banking vehicle for foe

Bank, we have been quite

actively involved in Corporate

Finance, Underwriting and Deal-

ing businesses and have expand-

ed our operations very quickly.

In order to expand our
merchant banking businesses

still further, as our second stage,

we definitely will need to add
another two new facilities, that

is, a Treasury business facility

via banking status such as

Money Market and Foreign Ex-

change operations, and an In-

vestment Management facility.

Of course; we understand

that they involve some difficult

challenges and deeply depend

aaggyr.yyr.’TTi

Mr. MkMo Tkkagj
Managing Director

Norinchukin International Limited

upon market conditions. But,

we have to become stronger

and large enough to serve our
aims, fhflr is, to provide our

diems with comprehensive finan-

cial services on a worldwide

basis and to contribute to the

Bank’s portfolio management
capabilities.

mmamn£kmk
Head Office

8-3, Otemachi 1-chome Chiyoda-ku, Tokyo 100, Japan
Telephone: (03) 279-0111 Cable address: CCBAF TOKYO
fete* J239ia J23919, J33573 SWIFT; NOCUJPJT

London Representative Office

131 Finsbury Pavement London EC2A 1AY, UK.
Telephone: (01) 588-6589 Telex: 892898 (NORIN G)

Norinchukin International Limited (London)

131 Finsbury Pavement London EC2A 1AY, UK.
Telephone: (01) 588-6593 Telex: 936122 (NOCUIL G)

Norinchukin Rnanz (Schweiz) AG
Lowenstrasse 40, 8001 Zurich, Switzerland

Telephone: (01) 212-0230 Telefax: (01) 212-0525

Telex; 813513 (NOFA CH)

Almost ten years ago; the yen-
denominated bond market (known
as Samurai bonds) began to de-
velop and we have invested heavily.

With some issues, we hold almost
all of the paper, and we can have a
strong impact on the issue Then,
with the development of the Euro-
301 market, we took our first step

offshore At this second stage; we
continue to emphasise the quality

of the paper and the issuer.

As well, as many of our
domestic clients have grown, they
have begun to tap domestic and
foreign capital markets directly. By
developing our underwriting skills,

and with a broader knowledge of
international markets, we are now
in a position to be able to handle
this growing aspect of their needs.

Furthermore; as a financial insti-

tution with extensive yen expertise

we will provide prospective borrow-
ers in European markets with

attractive opportunities for fund-
raising and thus contribute to the

further internationalisation of
this currency.

With our foreign investment

programme; the next stage is to

move into foreign equities. From
the start of this financial year we
have begun to invest, but we have
no particular experience, so we
have started to move on an ex-

perimental basis, which will con-
tinue for the next several years as

we develop our own style.

So far, we have been carefully

choosing blue-chip names, and the

assets involved are small, from our
viewpoint.

Robins: The Norinchukin
Bank has begun a borrowing
programme in the US What
ambitions do you hold for the
Euromarkets?

Sato: Since we established our
New York branch, the money mar-
ket there has become acquainted
with our name and, with our Triple

A rating, we have a very good
credit standing.

US Funding Facility

Doubled
Three years ago, in order to

reduce our funding costs, we
launched a medium-term funding
programme for SUS200 million.
In 1988, we took another step,

launching a new funding pro-
gramme for SUS1 billion, which
we revised upwards last month to
SUS2 billion.

So, h is logical for us to look
at the Euromarket to establish our
name there
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US to ease draft rules for foreign investors
By Peter Riddell, US Editor, in Washington

FOREIGN investors in the OS wig face

new rules on the deduction of interest

for tax purposes and tighter reporting

requirements under the final version of

the budget trill agreed yesterday.

However, other oontrovwsial propos-

als, such as increased taxation of gains

on the sale of US stock and the capital'

isation of research and development

expenditure, have been dropped follow-

ing intensive lobbying by affected par-

ties, including the British and other

European governments. .... _

The provisions on the deduction or

interest are Iks onerous than initially

proposed by the House Ways and Means

Committee and may In effect be more
consistent with the arm’s-length princi-

ples included In existing double tax con-

ventions. This is to deal with the prob-
lem of earnings stripping; when
companies create excessive debt struc-

tures in one country to benefit equity
owners in another, lower taxation
country.

The final version of the bill operates
on the safe harbour principle whereby
all interest charges are allowable up to

a certain debt/equity ratio. Only when
debt is higher than that level will the

US Internal Revenue Service then start

examining adjusted taxable income, in

effect cash flow, in relation to interest

expenses. This will be applied an a dis-

cretionary bads relative to the level of
debt appropriate to the type of business.

Several key details have yet to be
fixed, though the prindptes are set out
in the conference report on the bill

The bill also retains more stringent
reporting requirements for foreign
groups owning 10 per cent or more of
the stock of a US corporation. The US
corporation would be designated, to act
as the foreign Investor’s agent for ser-

vice of process on records relating to
any transaction with the overseas
owner. The proposal in effect subjects

foreign parent companies to US IBS

audits beyond what is necessary to

enforce compliance with the tax code.

Overseas governments and investors

have objected to this provision as a

rial jurisdiction over foreign companies
inverting in America.
The British Government believes that

tins provision could impose excessive

burdens on UK business when the US
already haw substantial powers to

obtain the information which it

requires, notably through the exchange
of information article In double taxa-

tion conventions.

Souvenir of

the Wall
for Bush
By Lionel Barber In

Washington

WEST GERMANY'S Foretell

Minister, Mr Hanz-Dietrieh
(toucher, yesterday handed
President George Bush a
rT^imk of the Berlin Wall and
paid tribute to the US role in
bringing the barrier down. ‘

Mr Genscher said he wished

Boeing set to resume output
By Roderick Oram in New York

AIRCRAFT manufacture will

resume at Boeing next Monday
following overwhelming accep-

tance of a new three-year con-

tract by 57,000 striking mem-
bers of the Machinists’ union.

The union made only minor
progress during the six-week
strike on its main goal of a big

increase in basic pay rates,

judging by fa™ of the deal

released after more than 80 per
cent of the employees had
accepted them on Mcmday.
Leaders of the union and the

US labour movement had
believed Boeing, flush with
$85bn of airliner orders, could
afford to make up ground lost

by employees daring lean
tiiww in the mid-1980s.

The principal aim was to win
hefty rises in basic pay rates,

which teed through to pensions
and other benefits. Instead of
the large lump sum bonuses
Boeing had paid in recent
years. Boring foiled to budge,
however, from its original offer

of a 4 per cert rise in the first

year and 3 per cent in both the
second and third.

Over the life of the contract,

basic rates will rise by an aver-

age of $3.24 an boor. Rates
ranged from S&88 to $18.42 an
hour in the old contract
The lmiwwo BaM Boeing save

ground on cost-of-living adjust-

ments which will farther
increase basic pay. Boeing also

cut mandatory overtime, a con-
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tentbms issue, to two consecu-
tive weekends and a max imum
of 144 hours a quarter with
doable time after 160 hours.
Previously, the mandatory
minimum was 200 hours, a rule
Boeing had used extensively to
increase production.

Boeing also increased the
bonuses to 10 per cent from 8
per emit in the first year, to 5
per cent from 3 per cent in the
second and to 4 pier cent from
zero in the third.

Boeing's labour problems are
not over. Its contract with
27,000 engineers and techni-
cians expires next month.
Their union seeks pay
increases totalling 30 per cent
over three years.

US consumer price rises

in line with forecasts
By Anthony Harris in Washington

US consumer prices rose <L5

per cent in October, after
showing little change In the
previous two months.
The price increases covered

virtually all categories and hart

been forecast accurately in the
markets, which showed no
response. The rises bring the
annual inflation rate for the
first 10 months of 1989 to 4J5

per CTid-
The biggest rises were in

apparel, which rose strongly
for the second successive
month after earlier weakness
as new styles were introduced
Higher prices for 1990 model
care helped to raise Che trans-

port component, though in

view at very weak sales these

wfil probably relapse.

Medlc»l costs continued
their rapid inflation, with a 0.7

per cent rise in the month,
bringing the 1989 annual rate

to 8J1 per cant The inflation erf

private health insurance costs,

which have been rising still

more rapidly, are eroding cor-

porate profits and have been
an issue In a number of car-

vent labour disputes.

-Food prices, which have
been subdued thanks to the

recovery from the 1988
drought, rose in line with the
mag* in October.
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You don’t have to stop to keep going,
Unexpected maintenance can be extremely
inconvenient And in business all your best

efforts can be laid to waste by a photocopier
letting you down at the wrong time.

But there'k no need for everything to grind to a
halt We understand the problems that an out
of service copier can cause and we’re doing all

we can to prevent it happening. Such as RIG
RIC, which stands for Remote Interactive

Communication, is a unique system developed
by Rank Xerox. It’s designed to deal with copier
problems before they occur.

Day in, day out RIC actually monitors your
copier’s performance byreading electronic

signals from the machine. This data is then

transmitted - through an ordinary telephone

line -to a Rank Xerox control centre.

There the signals are interpretedand diagnosed
by a computer: If any irregularities appear the

computer alerts the service engineer.

This means the engineer can tend the machine
before the problem becomes a breakdown.
He is also able to visit at a time to suit you, and
therefore avoid any disruption.

RIC has already proved to be a success in

America. It’s now available in the UJK. on the

Xerox 1090, with others to follow. Ift yet

anotherexample ofRankXeroafrefforts tostop
your office from freewheeling. And we think

ifs a real Tour de Force.

of West Germans for US sup-

port and its resolve which had
endured, through good and dif-

ficult times since the Second
Wadd Wax.
Mr Btuh, Cor photog-

raphers in the Oval Office,

said he would treasure the
splinter of the Wall which was
removed after East Germany
opened its borders to traveL
Despite the good humour,

US were disturbed by
comments on Monday by Wert
German officials who said toe
upheaval in Eastern Europe
has ruled ant any possibility

of updating and deploying
Nath’s short-range missiles in
Germany. One official accom-
panying Mr Genscher said:
“The question of modernisa-
tion walrftf nc Iflngh. . . I
don’t see any possibility any
mote to discuss this question^
Mr Genscheor’s visit comes

one week before President
Bush and President Mikhail
Gorbachev are due to meet on
warships offMalta.

Hans-Dtetridi Gaucher: will find that talk of German
reunification is no longer taboo In Washington

New ‘partners in

leadership’ sound
each other out
Lionel Barba* on US relations with BonnM R Hans-Dietrich However misleading the

Qffljscher. West Gsr-- three Gs were, the? combined
many's Foreign Min- to sow mistrust between theM R Hans-Dietrich
Genscher. West Ger-
many's Foreign ftfin-

ister, who met President
George Bosh In Washington
yesterday, may well have
lofinripd on tiie turnaround in
relations between the US and
the Federal Republic.
A relationship which

recently threatened to be od-
soned by recrimination la

maturing to the paint where
Mr Bash’s talk at "partners in
leadership" is more than losta

The puncturing of the Berlin

Wall - itself the .most dra-
matic fond potentially destabi-
lising} event in East/West rota-

tions in the past SO years -
has provided toe necessary
psychological test
President Bush has handed

Chancellor Helmut Kohl toe
lead role in coaxing East Ger-
many towards reform. This is

partly a message to Mr Mikhail
Gorbachev that the US (foes

not intend to take anflateral
advantage of the upheaval in
Eastern Europe; it is also a rec-

ognition that West Germany -
not the US - has the most
economic leverage over its
iwwwMiwItt

Chanorifor Kohl, in torn, has
been in regular contact with
the President By one account
there is now an informal
understanding between the
Americans and Germans that
Bonn keeps Washington
abreast of its diplomacy in
Eastern Europe -in return for

US support, however hedged,
of German ramification. “This
helps tremendously," said a
German official, "because uni-

fication is no longer taboo".
Last week, for example^ Mr

Bush declared that unification

was “a matt®- for the people of
the Germanys to determine*.
The President acknowledged
Anted and particularly Soviet
concern, but he added: *1 don’t
think that history need repeat
itself if there evolves a single
German state."
'The Bush-Kohl diplomatic

duet evokes memories of the
dose relationship between Mrs
Thatcher and President Rea-
gan, but as one senior US offi-

cial noted: “The President real-

ises that there are other
relations, other part-
ners. - . and Germany is fun-
damental."
The contrast with the mood

10 months ago is striking.
According to a cruel but often
heard joke, US-German rela-
tions could be summed up in
three words: Genscherisxn.
Gorbyraanla and
Genacherism described the

feared eastward drift of West
Germany foreign policy under
Mr Genscher, at the expense erf

Nato; Gorbymania referred to
the opinion polls last spring
which showed that nine out of
10 Germans deemed Mr Gorba-
chev to be “

t

rustworthy"; gas,
as in pafson gas, related to the
Reagan Administration’s dis-
closure that Bonn ignored offi-

cial warnings that a West Ger-
man company had supplied
technical know-how to Col
Muammer Gadaffi of Libya to
build a chemical weapons
plant near Tripoli.

However misleading the
three Gs were, they combined
to sow mistrust between the
US and the Federal Republic,
fuelled by the US press. Mr
WHHamBafire of the New York
Times blasted Bonn for budd-
ing an "Auschwitz in the Des-
ert". prompting the Chancellor
to grumble recently: "This
Satire follow has done more
damage to Germap-American
relations than any other indi-

vidual.” Anti-German? Mich?,
replied Mr Sadrs. .

The Gomans buried tire gas
dispute, through a mix of
tighter export control laws and
large doses of contrition; but
then they stumbled into the
Nato row over committing the
Alliance to deploy a new
short-range nuclear (SNF) mis-
sile in the Federal Republic to
replace the ageing Lance.
After the 1987 superpower

INF treaty banning medium-
range nuclear missiles, Ger-
mans on the left and right
argued they had hem thrust
even further into the nuclear
front-line. One mflUon troops
stationed on German soil

merely underlined German
“singularity", or special vul-
nerability in the event of war.
Chancellor Sohl, egged on by
Mr Genscher, called for early
East-West SNF negotiations.

Mr Bush agreed to an elabo-

rate compromise at the Nato
summit to Brussels. He post-

poned a decision on Lance
deployment beyond next year’s
fiMTiiiin.olai-Hmyi, trine

totnre SNF negotiations
. to

of a Nato/War-
saw Pact conventional weap-
ons pact

S
ome believe Mr James
Baker, US Secretary of
State, told the President

that forcing the Lance issue
would not only rip the Alli-

ance, it would lead to a left-

leaning Social Democratic in
Bonn after next year’s elec-

tions. Others argue that Mr
Bush chose on strategic
grounds to side with the' Ger-
mans Instead of the British;
hence his speech to Mainz, pro-
claiming Germany and the US
to be “partners to leadership".

Certainly, the US has subse-
quently proved a good deal
more accommodating to Ger-
man rathm than British wishes
cm Nato issues.

Yet despfie confidence-buBdr
ing measures, there are still

sceptics about the new rapport.
The National Security Coun-

cil staff is. said to be colder
than the State Department.
The Pentagon la also con-
cerned about German backslid-
ing on defence spending and a
derision to extend conscription
from 15 to 19 months, ostensi-
bly to take account of the fan.
tog German forth rate.
More broadly, as both US

and German officiate admit, jt

is still undear how the Ameri-
cans will react to a Germany
which uses not only its eco-
nomic power but also its politi-
cal muscle in the new Europe.
For the moment, however, as
the smile on Mr Genscher*s
usually lugubrious features
will testify, this is a partner-
ship slowly coming of age.

Regulator denies political

influence over Lincoln
By Polar RlddoH, US Editor, in Washington

THE Federal regulator at the
heart of the growing acnwlai
over the collapse of Lincoln
Savings and Loan yesterday
admitted mistakes but denied
political influence in Us ded-

The officeaccording toRankXerox
Xerox&Rank Xen» ire rcgaletcd trafcioii'la of lUalt Xerox limited.

Rank XnaxUJK) Limited. Bridge House, Oxford (Uadi Uxbridge UBS 1HS.

SHOTS. .

Several criminal and clvfl
cases have been started as a
result of the collapse of Lin-
coln at a cost of qp to f&fifatn.

The House Banking Committee
has been Investigating the
background and. In particular,
whether Federal regulators
delayed taking control, as welL
as the role of five US Senators
who took contributions from
Mr Charles Keating, the head
Of T.faw»fri-

There has been a particular
focus on Mr Danny Wall, the

Home Loan Bank Board, and
now head erf its successor the

Office of Thrift Supervision. Pto
transferred the Jurisdiction
over Lincoln from the board's
San Francisco office, which
favoured early tough action, to
his agency’s headquarters to
Washington and ordered a sec-
ond examination. This delayed
seizure of IAim|w for nwarty
two years until this April
Mr WaH, whose current post

tton ia under threat, yesterday
said that "no 'poUfical figure
influenced my aadstoDs",

Ifl* Henry Gonzalez, the
chairman of the House Bank-
ing Committee, has caned for
Mr Wall’s resignation, while
President George Bnah has left
open the door for his depar-
ture. The actions of the five
senates is now bring investi-
gatedby an independent coun-
sel appointed by the Senate
Ethics Committee,
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WORLD TRADE NEWS
Cairns

group warns
EC, Japan
over trade

Hills in effort to

push multilateral

trade talks ahead
By WIIHbri DuMoree

MRS Carla Hills. US Trade
Representative, presented two
proposals for forwarding the
multilateral trade talks riming
the informal meetings of trade
ministers in Japan last week.
Details have emerged from US
officials' explanations to trade
negotiators in Geneva.

First, to break the impasse
over tariff cuts, Mrs Hills
suggested that each country
should submit the programme
it intended to follow, to
achieve the 33 per cent overall
reduction in tariffs set as a tar*
get by trade ministers at their
mid-term review of the Uru-
guay Round In Montreal last
December.
However, the programmes

would outline how the target
would be reached not just in
the tariffs negotiations but
across-the-board in all the sep-
arate negotiations aimed at
opening access to markets.
These include non-tariff mea-
sures, natural resource-based
products, tropical products,
textiles »wri clothing
So far negotiations in the

market access area have been
hampered by the failure to
move on tariffs, where the US
has been insisting on pursuing
a request-and-affer line while

most other countries want to
use an overall formula to deter-
mine tariff cuts.

Second, Mrs Hills proposed
that ministers instruct negotia-
tors to give priority to reaching
agreements in the rule-making
area.

In this area, negotiators are
trying to work out new rules
for such matters as subsidies,

anti-dumping action, the allow-

ances made to developing
countries for balance-of-pay-
ments reasons, and the “safe-

guard” measures countries can
take against sudden surges of
imports.
Washington's argument is

that, if negotiators can produce
a sound package of new rules
by the middle of next year,
they will be in mucb better
shape to cut deals on such cru-
cial issues as farm trade
reform, services and intellec-
tual property rights before the
scheduled end of the Uruguay
Round in December 1990.

Mrs Hills’ proposals were on
the whole well received by the
other trade ministers, US offi-

cials say. They now hope the
proposals will filter down to
the Geneva negotiations in the
form of instructions from capi-
tals.

Spain gives go-ahead
for Italian glass plant
By Peter Bruce in Madrid and John Wytes in Rome

THE SPANISH Government
appears to have finally won its

battle to persuade Sodeta Ital-

ians del Vetro (SIV), the big
state-owned Italian glass pro-
ducer, to go ahead with plans
to build a float glass plant in
the blighted northern port of
FerroL
The Industry Ministry in

Madrid confirmed reports yes-
terday that SIV chairman Mr
Gianlorenzo Saporitti and two
close associates of Spanish
Industry Minister Mr Claudio
Aranzadi had signed an agree-
ment in Rome last Friday to go
ahead with the plant
SIV agreed more than a year

ago to build the plant - its sec-

ond in Spain - hut subsequent
boardroom in-fighting has led
to long delays and, at one
stage, to the project being
called off
Under the new agreement,

which still has to be ratified by
the SIV hoard, possibly this
week, by the board of EFIM,
the Italian state holding com-
pany which controls SIV, and
the Spanish Cabinet, the cost

of the project is Pta I7.5bn
(1149m).

Spain, which originally
agreed to subsidise 58 per cent
of the investment, has also

agreed to raise this to just over

60 per cent at the cost of the
project.

The plant will employ about
400 people when it comes on
stream, and produce about half

a milium square metres of float
glass a year.

Mr Aranzadi has worked par-
ticularly hard to save the proj-

ect, and last Friday's agree-
ment will also strengthen his
hand in the political argument
in Spain over who which com-
pany be allowed to take over
the big Spanish truck pro-
ducer, Rnasa. from the Govern-
ment.

Mr Aranzadi favours Fiat,
which has also offered to build
a car plant In Spain if it is

awarded Enasa. but the Span-
ish State holding company,
INI, is backing a bid from
Daimler Benz and MAN. of
West Germany. This arrange-
ment- would leave- INI still

holding- a stake -in-the truck
company.

A final decision on is

expected before the end of this

month.

At one stage the success of
Fiat’s hid was being linked to a
successful conclusion of negoti-

ations on the STV glass plant
but political pressure from INI
for the West German bid is

now so strong that Fiat can no
longer be regarded as a secure
front-runner.

Brazilian snub for Pirelli

PIRELLI, the Italian tyre
company, has been refused per-

mission to build a fibre optics

facility in Brazil on the
grounds that it would threaten
development work by local pro-

ducers, Ivo Dawnay reports

from Bio de Janeiro.

The decision by Mr Joao
Alves, the Interior Minister,

endorses an earlier ban
imposed by the Special Infor-

mation Technology Secretariat
- the government agency
responsible for enforcing the

country's protectionist com-
puter laws.

It comes only months after

Olivetti was forbidden to set

up an autonomous microcom-
puter manufacturer on similar

grounds, even though control
would have remained with Bra-
zilian nationals.

Brazil began research into

fibre optics in 1973, backed by
financing from the state tele-

communications company
Telebras. Three local compa-
nies have since received finan-

cial incentives to develop the
technology.
The Government believes

national companies will be
able to exploit a local market
worth JlObn by the end of the
coming decade with up-to-date

technology.

MINISTERS FROM the
14-nation Cairns Group of
agricultural exporting coun-
tries yesterday warned the
European Community and
Japan that failure to discuss
seriously agricultural trade
liberalisation could jeopardise

the Uruguay round of multilat-
eral trade talks, Peter Ung-
phakom reports from Ctaiang

Mai.

The ministers and officials,

beginning a three day meet-
ing, aim to complete the
group’s final proposal on farm
trade reform In time for next
week's meeting in Geneva of
Uruguay round negotiators on
agriculture, possibly the final
meeting of the year.

Reluctance to ease
CoCom curbs

Japan and the US remain
reluctant to ease strategic
exports to the Eastern Bloc
despite democratic reforms
there, Reuter reports from
Tokyo.
Two days of talks were held

in Tokyo between Japan and
the US, the first such meetings
since April 1988. They were
part of a regular dialogue to

co-ordinate policies related to

CoCom, the Co-ordinating
Committee for Multilateral
Export Controls which regu-
lates strategic exports to the
Eastern Bloc.

Air France signs

Airbus contract

Air France has signed a con-
tract with Airbus Industrie to
buy seven four-engined, long-
haul Airbus 340000s. They are
placing options options an a
further four aircraft The air-

craft, due for delivery between
1994 and 1998, are intended to
operate on routes which no
longer justify the use of the
huger Boeing 747. The order is

worth £670m in total, taking
Airbus orders to more than
£5.75tm this month alone.

US car group In

China venture

Panda Motor Carp of the US
will start vehicle production
by end-1990 in the south China
city of Hulzhou, the People's
Daily said, Reuter reports from
Peking.

The .project,- China's largest
foreign investment with.glim
from expected to pr£~
dace 300,000 economy-size
vehicles for export by 199B,
the newspaper raid.

Japanese company
buys NY hotel

A unit of Royal Hotel Group of
Osaka, Japan, has agreed to
pay $230m for a hotel being
built in central Manhattan,
The Wall Street Journal
reported yesterday, AP-DJ
reports from New York.

Tbe 505-room property,
known as the Royal Concordia
Hotel, belongs to an invest-
ment group which includes
Zechendorf and the Sol Gold-
man estate, both family-run.
New York property concerns,
and KG Land New York, a UJS.

unit of Tokyo's Kumagai
GumL

Tokyo SE to begin
fax service

The Tokyo Stock Exchange
will start foxing on request
certain information disclosed
by listed companies to broker-
ages and investors from April
1990, an exchange official said,

Reuter reports from Tokyo.
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Rules of origin weave a very tangled web
Peter Montagnon reports on a complex trade row between the EC and Washington

T RADITIONALLY the

preserve of back-room
boffins in customs

departments, rules of origin

have never played much of a

role in the cut and thrust of

international trade policy.

Suddenly this Autumn, how-
ever, they have emerged as a

central issue behind the latest

trade row between Europe and
the United States. Washington
has complained that they are

being used in connection with

measures to prevent circum-
vention of anti-dumping duties

to force foreign companies to

invest inside the Community.
The result is a dispute which

illustrates not only the tangled

web woven by the European
Community in seeking to

extend the reach of Us anti-

damping laws but also the
unexpected way in which tradi-

tional trade definitions are
being called into question by
today’s global markets and
high-technology industrial pro-

cesses.
At the heart of the problem

is the need to define the origin

of printed circuit boards, an
issue on which European Com-
mission officials in Brussels
say they expect to rule, within
the next month or so.

The ruling has become nec-
essary because only then will

it be possible to say whether a
board incorporated into a Japa-
nese product assembled in
Europe counts for or against
that product when it is

assessed for anti-dumping
duties under current European
rules.

These are now applied to
products assembled in Europe
if direct Imports from Japan
(or any other dumping coun-
try) are also chargeable.

But an important constraint
is that the European-assembled
product escapes duty ifat least

40 per cent of its components
originate in a country other
than that which has been
accused of dumping.
European officials fear that

Japanese companies may be
trying to meet this criterion by
assembling printed circuit
boards in the US. Their suspi-
cion is fuelled by what they
regard as the brazen way in
which Ricoh, the Japanese
photocopier concern,
announced that it evaded Euro-

‘Intellectually, this is

a very difficult

subject. It’s a
Pandora’s Box on
which we are lifting

the lid, slightly*

pean dumping duties a couple
of years ago by shipping to
Europe products which were
assembled at its plant in Calif-
ornia.

To the US, however, this atti-

tude smacks of a reverting to a
fortress Europe mentality.

Propelled by its local indus-
try, the Bush Administration
has charged the EC with a con-
scious Intention to use this
concern to divert trade and
investment.
Japanese companies are

reluctant to rely on US suppli-
ers because of doubts as to
how the goods would be classi-

fied.

As a result, US firms which
want to supply them are losing
sales and being forced to invest
inside the Community, they
say.

Theoretically, this problem
should be resolved by a clear
origin rule for printed circuit

boards, but arriving at such a
rule is no easy matter for a

high-technology product which

comes in various shapes and
sizes, from simple boards

designed to be incorporated

into toys, to multilayered ones

which are used in computers.

The EC uses the internation-

ally agreed Kyoto Convention

when deciding on its origin

rules. This says that origin is

conferred hy the place in

which the last substantial

transformation took place.

But with a product such as a

printed circuit board this begs
the question of what exactly

the last substantial transfor-

mation really is.

Commission officials say
there is no ulterior motive
behind their preoccupation
with this “These are

neutral rules. We don’t con-

sider them as measures of com-
mercial policy,’’ said one. Yet
they also stress the need to

establish an absolute rule
which can be applied in all cir-

cumstances.
Unlike the US, which applies

different origin rules depend-
ing, for example, whether they
are to be applied in dumping
cases or simply to define
whether a product originates

in a country eligible for most-
favoured-nation treatment, the

EC aims to have one set of

rules covering both imports
and exports and applicable in

all circumstances.
The rules must also be writ-

ten in such a way as to with-
stand legal challenge in the
European Court, which means
they must clearly conform to
the Kyoto Convention on
which all decisions are sup-
posed to be based.
Yet the difficulty with

printed circuit boards is that
the most obvious “last substan-
tial transformation" is the pro-
cess of “stuffing" whereby
memory chips are attached to

ADVERTISEMENT

the board. Industry experts
acknowledge that this is a rela-

tively minor and unskilled pro-

cess.

The Commission has not
excluded using it to define ori-

gin, but it is now also scrutin-

ising the manufacturing pro-
cess of printed circuit boards
to see whether another process
may be more relevant

If it cannot find one, it may
revert to a more arbitrary and
less preferable solution of

‘Japanese companies
are reluctant to rely

on US suppliers

because of their

doubts ok how goods
would he classified’

applying a local content per-

centage to finished printed cir-

cuit boards.
This solution has already

been adopted for tape recorders
and television sets where a 45
per cent rule applies.

In the case of memory chips,
the Commission has already
decided that origin is conferred
by the place where diffusion -
or the implantation of conduc-
tion materials into silicone -
takes place.

Ironically, despite the con-
troversy this caused at the
time, this is a definition
already accepted by the US.
which wrote it into its 1958
Free Trade agreement with
Canada.
However, US officials say

that in that case there was no
intention whatsoever of using
the rule to force investment.

Despite emphatic statements
by top EC officials, such as Mr
Frans Andriessen. External
Relations Commissioner, that

•Jie EC has no policy of forcing

investment in the Community,
US officials say there is a lin-

gering suspicion that this is

not the case.

Policy statements from the
top are not always consistent

with the behaviour of officials

lower down the line, they say,

and the EC needs to settle this

matter once for all

It remains to be seen
whether the final decision
taken by the Commission will

satisfy the US.
The Bush Administration Is

being consulted in the discus-

sions but has no right of veto.

Nor does it seem unduly
impressed with European
efforts tD allay its concern by
pointing out that the informal
solution applied to Ricoh pho-
tocopiers has involved the Jap-
anese company in investing
and sourcing more in the US
rather than Europe.
Even if the problem of

printed circuit boards does
turn out to have a happy end-
ing. it is unlikely to be the last

such dispute in a world where
trade policy is having to adapt
to the spread of increasingly
complex high-technology pro-

cesses and investment flows.

The question of rules of ori-

gin is now also before the Uru-
guay Round of multilateral
trade negotiations, but trade
officials acknowledge that it is

likely to be difficult to find

rules that can be universally

applied. In a world of fluctuat-

ing exchange races and differ-

ing labour costs, it is hard to

see how the same origin for-

mula can be applied to prod-

ucts made in countries ranging
from Japan to Bangladesh.

This is an intellectually very
difficult subject, said one EC
official “It’s a Pandora's Box
on which we are lifting the lid.

Slightly.”

Reducing imbalances in levels

of economic activity in
Southern Africa
Dr Simon Brand, Chief Executive ofDevelopment Bank cf Southern Africa talks to

John Sprint, Finance.Editor of the JohamtesbUrg Simday Star.

tmaa farmwl in WB lrfHi wwral—AAhwl aKjgfrii—_

What arc these objectives?

Brand: Aa a regional dewetonent institution^ theDBSA aims
fO thf. lijiliftfnra# flftfaB pfKHCT CODBDDtlQ
.in Southern Africa by providing project loans, technical

assistance and advice togoventmoxal and non-governmental
development agencies.

& is imrahted in statestate and regional policy and planning.

and rural and agricultural, urban, business and
bulk infiasuuctiin: and human resource

After its catebHshmcm. the DBSA undated its activities

in the developing areas effranstaa, Bophuthatewana,\feoda
and Ciskei (the TBVC states), as well as in the sefcaovenfing

territories ofGazmknta, KaNgmne. KwaNdebdc, KwaZulu,
Lcbowa and Qwaqwa in South Africa.

In 1988 if became involved in finanring and in other ways
ting development projects in the rest of Sooth Africasupport

and, sir
,
since 1987, in neighbouring countries such as Lesotho,

Mozambique and Namibia.

Spine How fa the DBSA fhrawrcrt?

Brand: The DBSA has four sources of finance — sharp
< «[«Ml liwiH tn irilidi mwikwn an aWrhite

,

loan servicing by borrowers and loans raised on the capital

markets.

Spira: Tb what extent have the DBSABs ot^etlhm been
totaled?

Brand: The. DBSA never imptemenm projects itself, but

monitors the progress of projects imptemoited by its

borrowers and disburses loans according to the progress of

ByMareh 31 1989, the Bank had oopnxed loans of same
R4 billion for 614 projects. la addition, 561 projects,

renresonlipg a potential financial commitinent ofamnnaiQJ
billion, woe under consideration.

However, foe fulfilment of the DBSA* objectives cannot
be measured solely on a quantitative basis. One mnst also

assess foe objectives m a qualitative sense — that is, the extent

that the DBS&V has influenced foe lands af project! undertaken

and foe way in which they have been undertaken.
Here we've bad a significant impact on approaches to foe

design of projects and on foe choice of projects, placing, for

example, much emphasis on projects that encourage small

entrepreneurs and small farmers, thereby involving foe local

communities in question.

Farther, I believe that we've exerted a considerable influence

on the economic policies of foe South African government,
as well as on the governments of foe TBVC states and self-

governing territories, in matters such as providing support

to small business and deregulation. TO: actually use projects

supported by us as vefaicka for disatssing such policy manera
with the borrowers, thereby achieving changes in the various

policy frameworks.
Then, too, with the Bank’s increasing invahranent, it has

become an institution to which gewsroments mm for advice
an economic policy and development matters.

Spine What incentive is there for private sector foods
to be channeled koto the DBSA?
Brand: A market-related return on money lent to foe Bank
— foe only way in which the private sector can contribute

directly to oar resources. They do so with a frirfy tew degree

of risk because of foe Bank's financing structure. Of coarse,

many of foe projects foal foe Bank finances prepare the way
for profit-making opportunities which the private sector can
then pivfiertafcft of their own volition an an equity

Spirac What return Crsvfcrial or otherwise) would fordgn
tawestora hi the DBSA hope to achieve?

Brand: Id addition to the market-related return to which Fve
referred, they would have foe assurance that the Bank uses
those funds on projects which address the coiaby's burning

SKXKtaxxxmc issues. Thus, we look at projects mar improve
access to resources, economic opportunities, and so on.
Underprivileged people in Soodi Africa benefit from such

projects and this, we belkw, is important for foe foreign

investor, who oftra makes dedoons not only on commercial
grounds but *l«n tairiqg into account moral and pnlirir-a]

issues.

At present, we don't have any foreign money invested in

foe bank but wc are hopin
g

for, and in foot have had
indkatwns of, future support from the international haiJrmg

|fny »»i(y

Spira: What are foe criteria appGed Inreaching a derision

to finance a particular project?

Brand: We look at various sectors oftheeconomyand wifom

each sector we look at the technical aspects cf each project— ooste and foe design oust impropriate to fit the available

resources and the capability at the borrower to operate and
maintain the asset. It must be financially sound, enjoy
community acceptance and take account of foe community's
capability afusing foe project. Finally, foe community should
have foe ability to maintain the asset..

It helps if foe project is kabour-tnjensrve bat it is not a
criterion that is applied at all costs. Nevertheless, in many
of the construction projects that we finance we agree with
the borrower that encouragement will be given to labour-

intensive methods, thereby addressing foe uaempfoymenc
problem.

Spira: Tb atat degree has the DBSA financed pnyeds
beyond Soa£h Africa's borders?

Brand: Substantially in Lesotho in the form of advance
infrastructure for the Lesotho High lands project but also in

Mozambique and Namibia. Right now, we’re dhcosaing a
significant project in Swaziland.

Spira: How does the DBSA justify to South African
taxpayers (who, after aft, have contributed a huge slice

of the bank's capital) investments beyond the country *;

borders (the Lesotho Highlands project being a case in
point)?

Brand: The guideline is that we should concentrate on
proj

ects which have spinoff benefits for the Bank's member
countries. The Lesotho project is a case in point, since it

will market voter to South Africa, which needs it for the

Anther expansion of its industrial heartland. la Mozambique,
we're looking at forestry development in the south of foe
coontry. where the product would be an important raw
material for South Africa. So foe justification is quite
srajghfonrard.

Spira: One of the DBSAs prime objectives fa to reduce
Imbalances in the levels of economic development in

Southern Africa. Given the priest® enterprise nature of
foe South African economy, sroely snefa a pofity Interfanes

iuixjut*: iioudy with the natural market mechanism?

Brand: On foe free of it, yes. But they way we actually

approach things is that we prepare foe way for foe private

sector to develop. One of for economic criteria we apply in

considering projects is whether it will eventually lead to foe
involvement of the private sector. If we build a road, for

example, one of the main motivations is that it will help foe
private sector to increase and market its production. Or if

we finance foe infrastructure of an urban area, private

investment will be made possible thereby.

Wfe don't see any inconsistencies. Our rate is cot to replace

foe private sector. Indeed, we support a great number of small

business programmes in the private sector.

Spira: Do yon encounter political difficulties when
investing in countries to the north of South Africa?

Brand: Wve set our sights wider than the neighbouring
countries in which we’re already involved. There are indeed
political Id more normal political circumstances,

the Bank would probably have had a wider membership
already.

Wve had discussions with certain such countries and we
have encountered political reservations, especially on first

contact. Wve been able to overcome this in some instances

and we believe that by establishing a sound track record well
eventually make further progress.

Spira: Can ooe liken the DBS-Vs objectives to these of the

Southern African Devriopmeal Co-ortfination Coritoca!
(SADCQ7
Brand: "ifes- What we’re trying to do is just a more intensive

process of what they are trying to do in much foe same part

of Africa. If there weren't the political constraints that there

are, it would be natural for the two bodies to merge into one.

At present, political problems preclude this from happening

but I do believe that a stage will be reached in foe future

when tins will be seriously discussed.

SADGC is a very loose arrangement and I believe foal our

expertise could strengthen SADCC's activities.

lctont see SADCC as necessarily hostile to Sooth Africa,

since its objectives and foal of foe DBSA are very similar

— to mobilise resources and apply them touraids the

development of Southern Africa.

Spira: What has been the DBSASs success rate to date?

Brave you experienced more casualties than you initially

bargained for?

Brand: Thai's a question you shouldaak20 years from now.

We haven't had any defaults on loans, nor any
misappropriations erf funds. So in that sense things have gone

Dr Simon Brand

wJl But the development impact of projects we have financed
can only be measured in longer time spans.

Spine The TBVC countries are showing distinct rigns cf
bung onabfe to control their deficits. Hew severely does
this place the DBSA* fends at risk?

Brand: It's an important factor for us. Obviously, we cant
look only at foe success of the individual project; we must
also look at whether we are going to get our money back.
Here one must look at foe overall financial position of foe
borrower, which may be a TBVC government or a local
authority. W run a surveillance activity to monitor the
financial situation of each borrower and. where necessary,
offer assistance in respect of sound financial planning and
management.
The Bank has become involved as a middleman between

the South African government and foe TBVC governments
to map out sound financial management programmes. The
two governments agree on the extern of South Africa’s
financial involvement, the appropriate financial systems, better

controls, foe planning of expenditure, and foe extern to which
that government's own resources should be utilised. This has
been going on for some years — with some success.
The Bank doesn't act as a policeman, preferring to get the

governments themselves to insrinitr foe necessary measures.
And there’s a great willingness to co-operate.

Spira: What is the DBS/fr attitude to the labour practices
employed by the enterprises in whfich it invests? What sort
of labour practices does the DBSA itself employ?

Brand: We aren’t in a position to prescribe, since we don't
finance comprises directly. Bui if we become aware af labour
practices which would undermine foe stability ofthe
activity in question, it would be a factor we'd take up with
our borrower — not on moral grounds, because we dcart have
a licence on this score, but from a realistic standpoint.
The DBSA itself is a progressive employer. We actually

have a stipulation in our establishment agreement drat die
composition of our staff should reflect foe membership of
the Bank. So wc follow equal opportunity practices. Vfe don’t
yet have a proportional reflection of the Southern African
population. But aD our conditions of service are deliberately
designed so as not to have any discriminatory dements. In
our recruitment programmes we try to seek out people from
under-represented groups and we've made a lot of progress
here.

Wc are already seeing many of our black employees coming
through to middle management and we've been sole to recruS
some Mack people at management level. At the tinw,
the degree to which we can progress alo^g this road is

determined by what is available in the market place.
Nevertheless, one of our main internal goals is that we would
make rapid progress in this matter. We’re actively working
towards a goal whereby we shall in due course have several

blacks in senior manageattnt positions.

Spira: The problem of ovenhie rentals to Soweto has been
festering for some time. U has been recently speculated
tfrat the DBSA. w0 step In to alleviate tire City Council
oTSowetofc problems. Where does Cite DBSA on this

Brand: We have a number of project applications from the
Soweto City Council — projects aimed at improving the
quality of Ine in Soweto. We've also been asked to assist io
restructuring foe finances of Soweto.
The rent boycott is one aspect of the latter problem, which

is partly political and partly a problem of services.
Soweto is a city which isn’t able to stand on its own fret at
present and this is why we've been called in to help. Vifc’re
still in the early stages of the exercise. A possible solution
is u privatise some of foe services, with local community
involvement,

DEVELOPMENT BANK
OF SOUTHERN AFRICA
RO. Box 1234

HALFWAY HOUSE.Halftray House
1685

Td No. (Johannesburg) 313-39U

fax No. ffohaanesbaig} 3133628



FINANCIAL TIMES WEDNESDAY NOVEMBER 22 1989
6 $

OVERSEAS NEWS

lank seeks way out for ‘marginalised’ Africa

By Michael Holman, Africa Editor

"AFRICA'S continuing

BJJJJ economic crisis pres-

ESS&Jents an extraordinary

challenge to the development

community." writes Mr Barber

Conable. "
president of the

World Bank, in his introduc-

tion to the Bank’s 300-page

report. Sub-Saharan Africa:

From Crisis to Sustainable

Growth*.
Notwithstanding efforts by

all involved, the crisis has con-

tinued to deepen, says Mr Con-

able. Economic reforms
already in place must be

"broadened and deepened". If

Sub-Sabaran Africa is to

achieve food security, and reg-

ister a “modest’’ improvement
in living standards, economies

of the region must grow by at

least 4 to 5 per cent annually.

This is a “highly ambitious"

target compared with past per-

formance, Mr Conable
acknowledges, but one which
the Bank believes can be
achieved.
A central theme of the report

is the need for "good gover-

nance, a public service that is

efficient, a judicial system that

is reliable, and an administra-

tion that is accountable to the

public".
Ordinary men and women

must be given greater responsi-

bility for improving their lives,

grassroots organisations must
be fostered, the informal sector

encouraged: "Development
must be more bottom-up, less

top-down.”
The need for concerted

action by African govern-
ments, donors and the private

sector “has never been
greater”, he says.

Although the authors of the

Rase of return on
investment
Average annual return (%}

1981-73

report detect “the first signs of

improvement” in the econo-
mies of African governments
implementing economic
reforms, they nevertheless
paint a bleak picture of the
region.

“Overall Africans are almost
as poor today as they were 30
vears ago," notes the report
Economic growth in Sub-Saha-
ran Africa has averaged 3.4 per
cent a year since 1961, only a
fraction above population
growth.
The report warns that Africa

must take two “crucial'' Initia-

tives if it is not to- be “further
marginalised” as the world
enters a new technological age.

It must
B Improve science and technol-
ogy training, and aim at the
highest standards for at least a
minimum core of specialists,

a Forge new partnerships with
qualified firms and research
institutes in the developed
countries.
Turning to the measures

needed if Africa is to achieve

economic growth of at least 4
per cent, the report says that

not only must levels of domes-
tic saving and investment be
“dramatically” raised, but pro-

ductivity needs to increase.

Such an increase requires an
improved infrastructure, better

incentives, accompanied by
less, and better, government.
A population policy is inte-

gral to development “Africa's

situation is unique. Never in

human history has population
grown so fast” says the report,
warning that if current trends

continue Africa will have
nearly 500m people by 1990 and.
double that by 2010.

Productivity of cultivated
land must rise, production
must be diversified. Prices
must be flexible, responding to
changing market conditions.
Reforms to land tenure must
increase security and thus
encourage Investment in land
improvements. Agricultural
research institutions must be
rehabilitated, extension ser-
vices improved; environmental
protection is essential.

Industry requires a fresh
start: “Earlier industrialisation
efforts focused on state-led cre-
ation of capacity without ade-
quate regard to costs or mar-
kets.” The private sector holds
the key to future industrial
growth, says the report, which
urges governments to support
private investors, “in particu-
lar by establishing a well-func-
tioning judicial system that
can he relied on to protect

property and to enforce con-
tracts.”

Sub-Saharan Africa needs to
raise investment from the pres-
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ent 15 per cent of GDP to 25 which is below the rate
per cent; spending on human achieved in the 1980s.

resource development should Concessional debt relief
doubled from the present 4 to 5 mechanisms, for which mid-
per cent of GDP; Infrastructure dle-income countries should be
spending should rise to 6 per eligible, ensured no increase in

cent of GDP, the report says. debt service payments.
The external funding needs The report acknowledges

of Sub-Saharan Africa in the
1990s could be met i£

Official development assis-

tance (ODA) increased at about
4 per cent a year in real terms,

that structural adjustment
“most take fuller account of
the social impact of reforms”
and welcomes debate between
African countries and donor

welcomed for willingness to confront the tough issues
Reactions to the report ranged
from an unequivocal welcome
from Britain to a generally crit-

ical response from the Eco-
nomic Commission for Africa:

QLynda Chalker, UK Minister
for Overseas Development The
report provides a timely
reminder that adjustment pro-
grammes must be consistent
with long-term development
objectives [and with] popula-
tion growth and health:
improving the educational
base: how to raise productivity

of agriculture: and how to
absorb the huge numbers
entering the labour force.

The supreme objec-

tive - sustainable growth with
equity - is surely right Devel-
opment must reach all levels of
society. I am glad that the
report lays so much emphasis
on human resource develop-
ment: people are the key to
Africa's future.

2 very much support the
report's thesis that ordinary
people should be allowed to
take charge of their own lives,

that communities should be
more responsible for their
development, and, most impor-
tant, that governments must
listen to their people.
Adebayo Adedejl, a United

Nations under-secretary-gen-

eral and executive secretary of
the UN Economic Commission
for Africa: This latest study is

more professional and less

polemical, more pragmatic and
less theological, than the
Bank's report earlier this year,

which tried to move that struc-
tural adjustment in Africa is

working. It accepts, even if

implicitly, that conventional
adjustment is not working, and
that what Africa needs is

adjustment with transforma-
tion.

It recognises that despite
orthodox structural adjustment
programmes, Africa's economic
crisis has'continued to deepen;

that these programmes have
fan**! to address the issue of
poverty alleviation and equity;
and that they have ignored the
human diw|PT»dpn Of develop-
ment
But the Bank has still not

thought through what new pol-

icy instruments and measures
will be required to achieve a
marriage between transforma-
tion and adjustment, in order
to bring about sustainable
growth with equity.
Measures such as liberalisa-

tion, privatisation, and dog-
matic Insistence on cost recov-

ery in education and health (a

policy which most rich indue-
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trialised countries have not
been able to pursue), won't do.
Adrian Hewitt, deputy direc-

tor of Britain's Overseas
Development Institute: Over-
all, thifl is a better, more bal-

anced and more comprehensive
analysis of Africa's economic
problems than the earlier Sub-
Saharan Africa reports from
the World Bank. It looks
beyond the short-term, and
shows some signs of the pro-
cess of consultation with Afri-

can governments and other
interests which has been
undertaken over recent years.

Although it is less than the
jointly-agreed consultative doc-
ument which many would
have wished. It proves that the
Bank is not the unchanging
monolith which it is sometimes
caricatured as.

I welcome the more prag-
matic approach to designing
and implementing appropriate
policy reforms, and the
renewed focus on protecting
the poor and reducing poverty.
Claims that there is strong pos-
itive evidence erf the effect of
adjustment programmes of
Africa’s industrial sectors are
unconvincing.
There is some recognition Of

the devasting effects of
changes in terms erf trade but
little is proposed in the form of
sustainable solutions to the
problem of severely-eroded cre-

ditworthiness throughout
almost the whole of Sub-Saha-
ran' Africa.

fl)r J L S Abbey, Ghana’s
High Commlssloiier to the UBj
The report is commendable,
highlighting the need to
reverse, as a matter of
urgency, the deteriorating liv-

ing conditions, particularly of

the most vulnerable, including
women in African society, and
to ensure the new strategies

include the concerns of adjust-
ment with a human face.

It also makes very sobering
reading: weak growth in pro-

ductive sectors, for example,
shows in reduced shares in
exports and loss in export earn-
ings of a magnitude arguably
equal to the debt service of
Africa.
The report also highlights

the excruciating debt problems
of Africa an both the low and
middle income countries. In
spite of the fact that the bulk
of African debt is long term,
roughly 70% of total debt is at

market rates of interest The
result is debt service obliga-
tions reaching levels where
they could just not be met

I welcome the proposal that
“new and closer forms of col-

laboration should be devised to
ensure that policy is continu-
ously reviewed". To be effec-

tive, some very radical changes
will have to take place in the
thinking and formation of
Adjustment Programmes by
the Bretton Woods Institutions.

It will be essential to restore
fruitful dialogue between
adjusting countries and the
Bretton Woods Institutions.

Roy Trivedy, Development
- Policy Unit,/CbdHm: The report
indicates some Important new
policy directions, but with few
exceptions it treats Africa as a
homogenous continent, foiling
to take into account variations
between countries and regions.
The repeat notes the cost of

conflict in destabilisation in
Southern Africa, but there is

little discussion about this.

It emphasises the notion of
“shared responsibility" for
Africa’s economic crisis, but
there is little discussion of the
donors’ share of this respona-
fcflliy - issues such as high
interest rates, the decline in
the terms of trade, the persis-
tent decline in commodity
prices.

The section on agriculture
does not adequately take into
account the many constraints
on most smallholder formers,
and most of the report’s mea-
sures refer to medium- and
large-scale formers. The report
displays the Bank’s bias in
favour of the private sector
and market-led solutions,
which are not necessarily
appropriate in Africa.

We are encouraged to see
some discussions of subjects
which are rather new arrivals
In Bank parlance: equitable
growth, investing in people,
fuller account of the social
impact of reforms.

Even ‘model pupils’

are not proving the

case for adjustment

agencies. But it stresses that
popfl of the measures and poli-

cies advocated “will go for, nor
will much external aid be
forthcoming, unless gover-
nance in Africa improves”.
“The challenge facing Africa

is exceptional*" says the report,

“the cost of failure would be

ibUshed by The World
Bank, ISISH Street NW, Wash-
ington DC 20433

NEVER before has the
gravity of Africa’s eco-

nomic crisis been so
starkly illustrated as in the
World Bank report published
today. Less clear is whether
Africa, on the basis of existing

and projected external assis-

tance, is capable of reaching
the objective of “sustainable”

growth set out in this 300-page

study.
The debate most likely to

ensue involves the achieve-
ments of the Bank's recovery
programme to date, and the

case it makes, implicit rather
than explicit, for linking aid to

honest and open administra-
tion.

Four central questions arise:

Is structural adjustment
really working in the 30 or so
countries which, to varying
degrees, are implementing the
policies drawn up and backed
by the Bank and the Interna-

tional Monetary Fund?
Are the external resources

being made available to Africa
sufficient?

Are the governments now in
place capable erf presiding over
the institutional changes -
such as an independent judi-

ciary and a free press - which
the Bank sees as integral to
the process of successful eco-

nomic reform?
Should the Bank’s call for

“better governance” on the
continent become part of the
conditionalities attached to
aid?
Two of the leading reforming

governments are Ghana and
Nigeria, bold up by Bank offi-

cials as gMmpiflg to the rest erf

Africa. Yet both examples raise

disquieting questions.
Structural adjustment

should lead to self-sustained
growth, fuelled largely by the
private sector. It is still not
happening in Ghana, which
hnc been impipmpntmg adjust-

ment policies since 1983, sup-
ported by aid Inflows erf more
than 5500m annually.

Investment, which averaged
7.5 per cent ofGDP In the 1960s
win have to double to 18 per
cent if Ghana is to achieve its

growth target of 5 per cent a
year.
The outcome of reform in

Nigeria is of particular con-
cern. The country is the home
of one in four Africans. Per
capita income has faifan to less
than 5300m compared (at con-
stant prices) to more than
51,000 a decade ago. World
Bank officials argue that
adjustment policies, pursued
since 1988 and designed to
reverse the country's deefine,
are. succeeding. „

Notwithstanding the
far-reaching economic changes
carried out by President Ibra-
him Babangida, the pro-
gramme may well fail. The
country’s infrastructure is

deteriorating. Industry’s plant
and equipment is ageing and
Inefficient, government man-
agement is weak, and corrup-

tion is endemic. One economist

has estimated that more than

S15bn has left Nigeria during

the past four years in the form

at debt-service payments and
capital illg&t.

Much Is made, rightly, of the

need to create the proper envi-

ronment for the private sector,

allowing it to become the main
engine for growth. Hence the

introduction of market
exchange rates, abolishing
price controls, reducing the
rote of the state.

But most of Africa needs
massive investment in commu-
nications and utilities, and
substantial assistance which
allows Its shopfloors to re-

equip. Without this assistance
the private sector will, for the
most part, remain the feeble

creature it is today, unable to

survive trade liberalisation and
unable to compete Ln the
export markets the Bank urges
It to seek.
The Bank's own assessment

of funding needs for Africa in

the 199% is based on a growth
target which it describes as
ambitious, which would bring
about improvements it

describes as modest. The pro-

gramme allows only a fine line

between success and failure, as
the Bank acknowledges. Given
that the Ghanas and Nigerias
are *hii making demands on
donor resources, given that the
Zaires and Zambias have yet to

begin, given the special needs
of the war-tom region of the

Horn, and the countries of
Angola and Mozambique, and
given the worsening plight of
the Sahel states, failure seems
the most likely outcome.
This likelihood becomes

even greater when considering
the calibre of the governments
involved. Most of the leaders

head authoritarian regimes
with weak and corrupt civil

services. “Africa’s lack of tech-

nical skills and lack of strong
public and private institutions

account more than anything
else for its current predica-
ment,” writes the Bank. Put
another way, Africa lacks the
expertise required to extricate
itw»rf from this predicament.

It may be asked why any
country is taking the adjust-
ment medicine. The answer is

partly because they have no
alternative: “Maladjustment is

more painful than structural
adjustment,” as one finance
minister put it. It is also
because financial assistance
from the donors goes some way
towards cushioning the risks
that reform entails. It seems
that the Bank is becoming
Increasingly concerned by the
obstacles that these regimes
place in the way of hill and
proper implementation of
reform, ft stops short of caning
for linkage between aid and
“good governance”. But the
logic of its case points in that
direction.

Michael Holman

TEN FACTS ABOUT AFRICA YOU
MAY NOT HAVE KNOWN
• Sub-Saharan Africa (450m people) produces 51351m worth of
goods and services in a year - tire same as Belgium (lQm people).
• (hie in 200 women die from complications in pregnancy or
childbirth. That’s 150,000 a year. In China one in 2^00 die thfo
way.
• Africa has nearfir seven cars far every 1,000 inhabitants;
South Korea six, India two, Bangladesh 0.3.

• There are 200 regional organisations far co-operation and
Integration, but intra-regitmal trade’s share of total trade is the
same as it was 20 years ago.
• Africa had 100m Inhabitants in 1900: it will have a billion by
2010.

• Half of rural development projects financed by the World
Bank by 1887 had failed.

• Sub-Saharan Africa, with one tenth of the world's population,
accounts far a third (nearly 4m) of afl refugees. A further 12m
Africans are displaced.
• Africa’s share of world markets declined from 2A per cent in
1970 to 141 per cent in 1987.
• More than 80,000 donor-funded expatriates are working in
Africa.

• Fewer than 30 per cent of attempted telephone calls get
through.

Source; World Bank Report

TWO KOREAS AGREE EXCHANGE OF FAMILY VISITS

Seoul and Pyongyang edge a little closer
By Maggie Ford in Seoul

SOUTH KOREA yesterday accepted all

proposals made by communist North
Korea over an exchange of family visits, a
concession which could pave the way for a
breakthrough to relations between the two
sides.

At an all-day border meeting in the

demilitarised zone under the auspices of

the Red Cross, the two sides agreed that

nearly 600 people from each side will

exchange visits to Seoul and Pyongyang
next month.

Seoul accepted the North's proposals cm
the numbers of people to be exchanged, on
accompanying art performers, media and
officials, along with television coverage of

the 'event But the two failed to reach
agreement on the performances. North
Korea wished to perform a revolutionary
opera based cm the fight of President Kim
D Sung against Japanese colonialism,

which the South deemed unacceptable.

The two sides will meet again next week
to try to narrow differences. Under the

basic pte", a Red Cross meeting would be

held in Pyongyang shortly after the family
visits on December 8, followed by a confer-

ence in January in Seoul. These meetings
would discuss more permanent arrange-

ments for the exchange of tetters, tele-

phone calls and visits by divided families.

About 10m of South Korea's 48m popula-
tion have relatives in the North. There has
been little contact since the end of the
Korean war in 1953.

The two sides agreed on the criteria for

North Korean Red Cross delegate Pak
Youg-sn announces the agreement

selecting families eligible for reunions and
on the number of performances by the art
troupes, which would be devoted to trad!'

tional Korean culture, not critical of either

side. The performances would be telecs
live m both countries.

If a deal is agreed, the exchanges will
the first since 1985 taking place in a coj
pfetdy changed international atmosphei
in which barrios between East and We
are rapidly breaking down

.

They follow efforts by Resident R<
Tae Woo, at present visiting West Gfc
many, to put forward a policy of ra
prpefaement towards North Korea ai
other communist nations.
Diplomatic relations with Poland ai

Hungary along with economic iinka wii
the .Soviet Union and China have bee
osteWfehed since he introduced his Nor
politok policy, modelled on West Go
many’s OstpoUtik.
North Korea and the US have ah

rerantly had tentative meetings in Pekii
and through third parties. The US statim
^OOOfroops in South Korea.
•^Parliamentarians from ruling and oppmoon parties yesterday agreed on a sh
oy step programme for revising the Soul
Korean National Security law.

with North Kortand other communist countries and tobeen used to persecute political dissident
nns year several people were jailed unde
the law for visiting North gproa
Pyongyang has demanded revision <the law as a token of Seoul’s sincerity i

Pgrautog better relations, white Seoul la
the tense military situation as th

reason for the law's existence •
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OVERSEAS NEWS
French
doubts over
Shamir’s
peace plan
ISRAELI Prime Minister
Yitzhak Shamir, who arrived
in Fads yesterday ran straight
into French scepticism over his
Middle East peace plan. Ren-
ters reports from Paris.
Arab states were Iikelyto

reject any settlement which
did not start to resolve the Pal-
estinian question, French Pres-
ident Francois Mitterrand told
Mr Shamir.
A senior Mitterrand able

reported the French position
after attending a lunch
between the two leaders on the
first day of Shamir’s 4Shoor
visit to France.
The Israeli prime mftifoter.

fresh from a trip to the United
States where the rffimAl
tinn was less warm than
left the Elysee Palace for taTlm
with three European Commu-
nity (EC) foreign ministers.
The various plans aftnrf at

ending the Arab-IsraeU conflict
were certain to dominate his
discussions with Mr Roland
Dumas of France, Mr Francisco
Fernando Ordonez of S

'

and Mr Gerry Collins
Ireland.

Shamir: hopeful

Shortly before Mr Shamir’s
arrival, Mr Dumas said he
backed US Secretary of State
James Baker's five-point plan

leading to elections in the
occupied territories.

The Baker proposals are sup-
posed to be confidential but
authoritative leaks say they
could be the vehicle for his-

toric talks between Israeli offi-

cials and Palestinians.

"We are working on the
basis of Mr Bakerfe plan which
we must support -and that is-

theTine 1 wlllttdvocate-ttf-lfc-

Shamir,” Mr'Dumas said in a
French radio Interview.

The senior Mitterrand aide
said later France stQl favoured
an lnti»nii»tiftnal mnfanninp flu

the best forum for resolving
the East conflict

The Israeli coalition govern-
ment accepted the Baker for-

mula. on November 5 but only
on condition it scrupulously
conformed with Shamir’s own
idan made public last May.

It offered elections in the
occupied territories where the
Israeli army says 544 people
have been killed during a two-
year Palestinian nprlstog.

But Mr Shamir’s plan rules

out any role for the Palestine

Liberation Organisation (PLO)
and does not recognise the
right of Palestinian self-deter-

mination. This approach
causes scepticism on the
French side, the Mitterrand
aide mM-
“The difficulty with the

Israeli approach m that, lack-

ing an -Ingredient for the solu-

tion of the Palestinian prob-
lem, the Arabs are more than
likely to reject (it),” he told

reporters.

After the lunch, Mr Shamir
said he was very satisfied with
his talks with President Bfitter-

rand. “Of course I know Mr
Mitterrand’s positions very
well," he added.
French officials said a

defence contract with Israel,

which was math* public by the

foreign ministry, in Paris on
Monday, was not discussed.

Authorised in December
igga, the contract involves five

French Jet engines to be tested

on the latest model of Israel’s

home-built warplane, the Kfir.

Japan’s vehicle makers push machine tool industry into overdrive
By Nick Garnett In London

THE Japanese vehicle
industry, the biggest in the
world, has been introducing
model changes of one type or
another recently at the rate of
about one hundred a year.
This phenomenal surge in

new models and model updates
from an industry that pro-
duced 12.7m cars and trucks in
1968 from its dnmflgHc pfemfet

alone is one of the lucdn rea-
sons why factories of all types
right across Japan are now
engaged In their biggest ever
programme of retooling.

Japanese machine toed com-
panies, the world's biggest pro-

ducers of metal cutting
machines, are now creaking at
the seams'from the weight of
orders from their domestic
market
“We are working flat out

There is no spare capacity any-
where,” says Mr Shinshicthi

Abe, executive director of the
Japan Machine Tool Builders’

Association.

The backlog of orders among
the association's 112 members
stood at Y463bn. ($3J5bn) at the
beginning of September, the
biggest in the industry's his-

tory. Total orders in the six
mouths to Jane were higher by

almost a third on the same
period last year. Quoted deliv-

ery times for some types of

machine is now 18 mouths.
Output this year from all

Japan’s machine tool maters,
which was 7723bn for the first

eight months, will easily top

the all-tfme high of YL05 trfl-

Uon ftrrminn TtiUUnn) ($7.4bn)

four years ago.

The bulk of this production
is pouring into Japan’s domes-
tic factories rather than going

for export. Yamasaki, the lead-

ing Japanese machine tool

maker estimates that 70 per
cent of production is for the

domestic market, one of the
highest domestic percentages
lor years.

West Germany is the only
other country which comes
remotely dose to this reequip-
ment programme. Its manhtnw
tool industry, the world's sec-
ond largest, is also packed to
the gills with work and has an
order harking of ten mrmfrhc

But 65 per cent of West Ger-
man production is exported
and its own domestic martlet
looks like being unchanged
from la** year.

By contrast, Japan's hunger
for new production equipment

has created a domestic market
his year which could be 80 per

cent higher than last year

which itself was up a third on
the relatively depressed levels

of 1967.

Japan’s vehicle makers have
machine tool orders In the

pipeline worth YMObn ($880m).

To put foqt In perspective that

figure on its own is about three

quarters of the likely total con-

sumption of tools for

all UK manufacturing indus-

tries this year.

The strength ofdemand from

the vehicle industry flows
through into most sectors of

Japanese industry. Every
major change to car componen-
try requires some retooling
among component suppliers
and many subcontractors.
Fat order books in Japan's

electronics and general
machinery companies are also

helping to fuel this huge re-

equipment programme. The
backlog of orders for Japan’s
car makers is up by a half com-
pared with last year but it is

also higher by almost 40 per
cent for the even larger genual
machinery sector.

One issue is whether this
general re-equipping will start

another wave of low cost man-
ufacturing from the world's

most powerful manufacturing
economy.

For one thing, three quarters

of the order backlog of

machine tools is for so-called

numerical control (NO types

rather than simpler, standard
machines. Production in West
Germany is about 50 per cent
NC.

For another, subcontractors
and small manufacturers are
beginning to look at installing

high-cost flexible production

systems which use less labour.

Chinese
clamp down
on currency
By Peter FlUngsew
in Peking

CHINA'S booming currency
black market has suffered a
severe setback with
Government
ping Foreign farinmg»>

cates (FECs), tim money used
by foreigners, being deposited
in hawk accounts and tathm
out as hard currency.
The Hawk rtf fHiinii h«Kt nialo

the rating in a bid to wipe out
the thriving illicit trade in
which FEGs are exchanged for

yuan.
At any time of the year,

touts offer varying rates of
exchange. The FECs are then
deposited In a bank account
ana later withdrawn as hard
CBzrency, usually US dollars.
Before the political crack-

down in June, one FEC could
be illegally swapped for
around Yuan L& Recently, the
rate has fallen to Tuan M as
nWktol scrutiny IwwwityA
The derision will affect Chi-

nese who wish to change their
yuan for hard currency in
order to study .overseas or buy
hard-to-get imported goods.
For foreigners, it will mean
that FECs, .once withdrawn,
will have to be spent in China.
Sources said .today that tbs

new regulation allowed no
more than half the FECs taken
out of an account to be
returned. But the role .is

unlikely to end the ni«pi
trade. “It win probably mean
that the black market will
have to shift to hard currency,
US dollars I would think,” one
source said.
• Eight people have been sent
without trial to labour camps
and two .others axregfad tor
staging

.
pro-independence

.

mardipt fa HiyTpiimn rypitpf

of Lhasa, uccardtng'tu tfarCht"
rase? literary Digest Weekly,
Reuter reports from Peking.
The weekly said eight Tibet-

ans were, given of three
to six years', “reform through
labour" after marching round
Lhasa’s central Barkhor
Square on October 14 and IS,
shouting in support ofan inde-
pendent Tibet.

Filipinos likely

to vote against
autonomy
COUNTING in a plefafselte tor
regional autonomy in the Phi-
lippines entered its second day
yesterday^wlth election ^offi-

wonttt lot^tiuTplan, AP-DJ
reports from Manila.
Mr Vicente de Una, a senior

Elections nfWrfal,
said results from the southern
cities of Cotabato and Zam
boanga showed residents of
both areas rejected the plan
during Sunday’s vote.

President Corazon Aquino
never openly wwp«ign*!j for
the autonomy plan, which she
proposed to satisfy demands
for sett-rule by to Moslems.
The plan was fa part aimed at
ending the country’s nearly
20-year secessionist Moslem
rebellion.

Moslem rebels and many
Christian leaders criticised the
plan as inadequate.' Other crit-

ics feared an autonomous gov-
ernment would not be econom-
ically viable if tt were limited
to impoverished and geograph-
ically separated regions.

Palestinians charge Israel

with export sabotage
By Hugh Camegy In Jerusalem

FFOSTS to. expand direct

esh produce exports from the

n&eli-occupied territories to
le EC - which ran into a
ides of obstacles last year

stumbled at the first hurdle

esterday when Palestinians

sensed the Israeli authorities

: sabotaging the new season’s

rst shipment of grapefruit

om the Gaza Strip.

Mr Mansour Shawa, bead at

ie Gaza Citrus Exporters
hion, claimed security men at

sbdod had deliberately

railed a 500-tonne cocsign-

ieat at grapefruit due to be
taded in a shipment worth
100,000 which was scheduled
i sail for the UK and the
’ethrtrianrte rm Friday.

“They tore open cartons and
trew fruit on. the floor. It was
premeditated action. The

authorities planned it,” Mr
Shawa Bale

EC offlriflig «iH last night
they believed most of the ship-

ment would be saved, but they
would protest vigorously to the
Israelis if there had bran any
breach of agreements on Pales-

tinian ggpnrte
.

Israeli oWHak said-security
was a port responsibility,
adding thptr policy" was to co-

operate with the Palestinian
-export.effort

The Community first negoti-

ated direct export channels far

Palestinian producers - avoid-

ing Israeli marketing organisa-
tions - last year, but total

shipments during the season
tell a. long way short of the

.le^ao-tqsne target amid accu-

sations of Israeli obstruction
and other hwffiHairigL

Indonesian state businesses to help small enterprises
By John Murray Brown in Jakarta

INDONESIA yesterday moved
to counter growing public crit-

icism of the role of big busi-
ness fa fte economy, announc-
ing new measures to help
t^m»n enterprises agricul-
tural co-operatives.

According to a decree issued
by tim Finance Ministry, state-

owned corporations will have
to give 5 per emit of their prof-
its to support small companies
with turnover of less than
Rp30Qm ($165400) and village
cooperatives,, which currently
employ some Mm fa^nnaiiimB

The move, recalling socialist
dogmas ofan earlier era, is the

first stage of what is . expected
to be a major restructuring of
Indonesia’s corporate sector.

The Government is widely
expected to follow up these
measures with legislative
curbs on the growth of large

private businesses which have
sprung np in the wake of
recent financial and trade
reforms.

Inevitably, any mention of
big business in TwHmiflfria fa
tolwn to local Chl-

nese who with5 per emit of the
population, are imid to control

80 per cent of the non-state
economy. of the recent

surge in non-oil exports and
domestic investmenta by local
Chinese companies. Equally,
the majority of new listings on
the Jakarta stock exchange
have been by Chinese concerns
keen to tap the equity markets
for rajrifail at a tinw of high

interest rates.

Yesterday’s announcement
comes ahead of a proposed
shake-out of Indonesia’s 215
state companies, whose inter-

ests range from public ntiiitiwi

to trading houses, with assets
of $80bn and turnover esti-

mated at $20bn.
The pia« embracing possible

joint ventures with private
companies und even liquida-

tion is to roll back the state,

contain government budget
costs and encourage private
initiative. But the plan is not
universally popular. Moslem
and consumer groups as well

as politicians argue the state

provides a necessary counter-

balance to the growth of pri-

vate empires or congfomerasi
as Twdnraxiftpft call- them.

“In Islam
, greed is frowned

selfishness,"

Nahdlatul Ulama, Indonesia’s

largest Moslem group.
The Christian-based Indone-

sian Democratic Party, not to
be outdone, said that if big
business was allowed to enrich
itself it would harm the inter-
ests of the state and the people.
Mr Johannes Sumarlin, the

Finance Minister, who has
master-minded much of the
recent reforms defends private
sector conglomerates on the
grounds that they are more

Article 33 of the 1945 Consti-
tution, often quoted by critics,

states that Indonesia’s econ-
omy is based on the “family”

principle of state, private busi-
ness and cooperatives. But in

Jakarta the “family'* most fre-

quently talked about Is that of
President Suharto and particu-

larly the business activities of
three of his children who have
been unashamedly exploiting

the family name.
Clearly Indonesian policy

makers are ail too aware of the
paratipia with the Malari Inci-

dent of 1974 when student pro-

tests against big business and
corruption in state companies
turned into street riots during
the visit to Jakarta of then Jap-
anese Prime Minister Tanaka.

Weve taken

Airbus technology

TO NEW HEIGHTS.

The A310. A name that represents the ultimate in

Airbus technology. And Pan Am's nineteen new

Ajio's make up the largest transatlantic fleet of

ITS KIND, OFFERING AN EFFICIENCY OF EUROPEAN DESIGN

THAT EXTENDS TO EVERY ASPECT OF YOUR FLIGHT EXPERI-

ENCE. Together with our newly-refurbished 747's,

THE AVERAGE AGE OF OUR TRANSATLANTIC FLEET WILL BE

REDUCED TO ONLY SEVEN YEARS. It's JUST ANOTHER EXAM-

PLE of how, at Pan Am, we never stop moving forward.

Number One Across The Atlantic
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Goverment sets

:ets for

training
By Charles Leadbester, Industrial editor

MB Norman Fowler, the

Employment Secretary, yester-

day set Britain's training sys-

tem ambitious targets designed

to improve significantly the

quality of youth training over

the next five years.

Mr Fowler said the targets

would be achieved mainly by
providing Training and Enter-

prise Councils, the local

emoloyer-led training bodies,

more flexibility to modify the

Youth Training Scheme for

16-18 year olds.

He said the Government was
seriously considering plans for

radical changes in the funding

of youth training drawn up by
a task force from the Confeder-

ation of British Industry, the

employers' organisation, which
would give each 16-18 year old

a training credit which they

could spend on the course of

their choice.

Mr Fowler, speaking to the

CBI annual conference in Har-

rogate praised the idea for giv-

ing young people more power
as consumers of training as
imaginative and attractive.

The scheme's quality has
been heavily criticised in a
number of recent reports.

Leading employers have also

criticised plans for TECs as too'

bureaucratic and restrictive:

Mr Fowler told the CBI con-

ference in Harrogate that the
four year programme to estab-

lish a national network of

TECs, was well ahead of sched-

ule. He said the councils would

be set two significantly higher
targets for youth training:

First to ensure that every
young person up to the age of

28 should either be in full-tune

education or in a Job with
training; and to ensure that by
1995 every 18 year old should
be able to get to vocational
equivalent of five “O" levels,

the old education qualification.

At least half young people
should get an advanced voca-
tional qualification equivalent
to “A" levels by 1995.

Mr Fowler saict“If we are to
achieve these objectives, we
must move on from the present
Youth Training Scheme.1

* The
councils would he required to
guarantee a place to all school
leavers up to the age of 18.

The TECs will also be given
founding to run the 40 com-
pacts which have been set up
between employers and
schools, with the aim of creat-

ing a further 20.

Permission sought for new N-plant
By David Green

THE CENTRAL Electricity

Generating Board has decided

to press ahead with its applica-

tion for government consent to
build a piHflpaT

1 power station

at Hinkley Point In Somerset,
despite an announcement by
Mr John Wakeham, Energy
Secretary, that Anther plants

win not he built in the foresee-

able future.

However, the board has
decided to withdraw applica-
tions for two other pressurised
water reactor (PWR) plants,
Sizewell C in Suffolk and Wylfa
B in Anglesey.
Anti-nuclear groups were

expecting all three plants to be
withdrawn following Mr Wake-
ham's announcement
Mr Derek Davis ofthe GEGB

Board acknowledged that if
consent was given for Hinkley
Point C the plant would not be
built immediately.
He said the Board wanted to

establish a future option for
the new state company bong
set up by Mr Wakeham to run
existing nuclear power sta-

tions.

Mr Wakeham has made clear
that because of high costs no
new plants win be constructed
until a review of nuclear eco-

nomics had been carried out in

the mid-1990s.
Sizewell B, Britain's first

PWR power station, is under

construction and the Govern-
ment has given the go-ahead

for its completion.

It was to have been thepro-

totype In a series of four PWRs
to be built before the year 2000

at a total capital cost of £7Jim.

The Board’s decision to pro-

ceed with the Hinkley applica-

tion follows talks with Mr John
Collier, chairman of the UK
Atomic Energy Authority, who
is to head the state unclear

company.

Both the Board and Mr Col
her believe that to avoid sub-

stantial delay in the future, it

would he useful to have a plan-

ning consent for the Hinkley
site.

The decision over the fixture

of the three nuclear power sta-

tion applications was
announced at the Hinkley
Point C inquiry by Lord Sflsoe

QC, Counsel for the Board. Mr
Michael Barnes QC the inquiry
inspector, rejected an applica-

tion from opposition groups for

a week-long adjournment
They are now do to respond to

the Board’s decision on Friday.

Electricity users ‘may enjoy price freeze5

By Hazel Duffy

DOMESTIC electricity
consumers could enjoy a price
freeze in the year from next
April before the power indus-
try Is privatised.

Mr John Baker, chief execu-
tive designate of National
Power, one of the generating
companies which will emerge
from the Central Electricity
Generating Board after the
sell-off, said yesterday: ‘There
Is obviously a good chaT»r» that
electricity prices should go
through next year without an
increase.”

But he was less reassuring
on future prices to industrial
consumers. Addressing invited

industrialists to a breakfast
briefing in Harrogate, where
the Confederation of British
Industry is holding its annual
conference, Mr flat
big users of electricity had had
a good deal over the last five

years. Under the new commer-
cial arrangements, he warned
that it was not going to be so

Electricity prices have been
an emotive issue at past CBI
conferences. The rises in the
last two years, which the CBI
leadership tried vainly to get
the Government to moderate
for industrial consumers, have
been castigated fay Mr John

Banham. CBI director general,

as putting an “unnecessary
burden” on industry.

The deal negotiated by
National Power and PowerGen
- the smaller of the two gener-

ating companies after privati-

sation - with British Coal
which In effect freezes coal

prices for three years from
1990-91 unless the rate of infla-

tion goes over 5 per cent, will

be largely responsible for the

prospect of stable prices.

The average marker price

will be pounds 42J£p a tonne
to the generating compa-
nies - a “breathing space”
rfnrjrtg which the coal industry

must continue Improving pro-
ductivity. he added.
Less easy for National Power

to predict are two other factors

which will have an Impact on
electricity prices: wage
increases in the electricity
industry, and the effects of the
revaluation of assets in the
generating companies - still to
be undertaken in preparation
for privatisation. National
Power wQl lose 40 per cent of

its assets by the Government’s
decision to take the nuclear
power stations out of the priva-
tisation TTlB CTm#
real return on assets is 4.75 per
cent.

In 1966, Nicholas Ridley spoke out pas-

sionately on the preservation of Britain’s historic

buildings and conservation areas: “We cannot

afford to lose many more of the centres of our
*

towns.Time i . is running out ... If the local

authorities cannot make use of this bill...

I

believe we ^ shall lose one of the greatest

assets that the country has.”

Yet earlier this year, when

presented with plans to re-

develop the Poultry site

in the City of London,

he saw fit to overturn

that the usual presumption, in favour of preser-

vation of listed buildings, should be overridden.”

He did this even though it spelt doom for

eight listed buildings and an entire acre of the

city’s central conservation area.

IIITEB Hj[jjliM||l A HUB OF TBt MIL

Mr Ridley’s inspector saw the Poultry site as

“one of the best, if not the best, groups of sur-

viving Victorian commercial buildings in th<» City”

But he recommended their demolition

because the replacement budding “might just be

a masterpiece.” In order to allow demolition,

Mr Ridley waived bis own Department’s main

But not Mr. Ridley’s inspector In bis view

conservation areas exist to safeguard street lines,

views and trees, but not buildings.

Yet the official Departmental circular says:

“The demolition ofeven a single building . . . and

the construction ofsome new building in its place

could result in the character or appearance of a

conservation area, or part of it, being severely

prejudiced.’

nppiRT in mi mi iigi cun appeal

guideline stating that listed buddings should be

placed on the market before being demolished

More seriously he ignored the duty laid

upon him by the Town & Country Planning

Act, to have special regard for listed buddings.

18 IEPIIEVE FOB 101 CBHSEOVATIOR ABEA8.

On November 28th, S^VE Britain’s

Heritage, a registered charity is challenging Me

Ridley’s decision in the High Court. The pre-

cedent that this sets

poses a threat to every

historic city town and

village in the country Our architectural heritage

will be under attack as never before. In fighting

this case we need all the support we can muster.

This is our last chance to make a stand

against the bulldozers. Send us a donation today

.“IAccess and Visa donations can be made on
01-228 3336. Alternatively I enclose£
SLAVE Britain’s Heritage, 68 Battersea High Street,

London SWII 3HX, to help fight the proposal to
demolish the Mappin and Webb triangle.

The Foaby item the
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Statesman Healey
to leave the stage

of world affairs
By Ralph Aflrtns

TELEVISION’S first foray into
broadcasting Commons 1

debates yesterday afternoon
left unnoticed a grand, hon-
oured parliamentary institu-
tion.

Mr Denis Healey, ex-Labour
Chancellor, defence secretary
«iwL hpffHwwh intellectual ruf-

fian, sat out of the hmehght
during the opening speeches.
His legendary owl-like eye-
brows were not picked out by
the cameras.
Tbs oversight was forgivable

hat unfortunate for students of
post-war politics. The man fre-

quently dubbed the best leader
Labour never had, announced
mi Monday night an end to his
colourful 37-year Westminster
career. After the next election

there will be neither wise-
cracks or insight from the sit-

ting member for Leeds East.
Yet Mr Healey neither looks

or behaves like 72 year-hid pen-
sioner-in-waiting. Of late he
has been for more of a globe-
trotting statesman and wit-
spouting speaker, writer and
broadcaster.

Earlier this year he was still

being tipped as a future
Labour foreign secretary -a
cherished prize he never
achieved. He plans to speak in
Friday's foreign affairs debate.
His one-liners have become

renown. Debate with Sir Geof-
fery Howe, former foreign sec-

retary, was “like being savaged
by a dead sheep”. Mrs Mar-
garet Thatcher was variously,
•‘bargain basement Boadicea”.
“Catherine the Great of Fin-
chley” or “La Basionaria of
mtiMip Class privilege”.

As a target, the Prime Minis-
ter was easy game, he believes.

“She baa no sense of humour
whatsoever. If you make a joke
with a point at her, she meta-
phorically sticks her tongue
out She doesn't know what to

say,” he said.

His record as Labour party
bastion and a Cabinet minister
was less lovable. The low-point

was as Chancellor in 1976
when Britain called in the
International Monetary Fund.
Not wily did it bring him close

to demoralisation but has often

been exploited by opponents
within the party and outside.

If his timg as Chancellor left

him permanently scarred, how-
ever, it does not show. “Most
foreigners think I did a very
good job,” he said, adding that

he only drew half of the IMF
tends available and paid it all

back.
More glorious was his time

as defence secretary between
1964 and 1970 -a period he
describes as the highlight of
his political career. He was a
strong minded departmental
minister, albeit sometimes as
the expense of Cabinet col-

For three years from 1960 Mr
Healey was deputy leader of
the the Labour party. It was
traumatic period fear the oppo-
sition, rich in upheavals ™
internal dlsent from which a
remodelled Labour party was
to emerge, in 1983, however, he
decided not to stand for the
succession to Mr Michael Foot,
the leader.

In retirement he plans to
write and broadcast, following
up themes in his recent biogra-

phy on world affairs, financial

regulation and party democ-
racy.
But he does not want to be

counted out yet. He believes
there is still 2% years until
Mrs Thatcher goes to the coun-
try.

That leaves plenty of time
for sallies against the Tories. “I

shall try to give yon something
to laugh at from time to time,”
he promised.

Agreement
on press

ethics code
By Raymond Snoddy

THE EDITORS of Britain's
national newspapers yesterday
reached broad agreement on a
new code of conduct and ethics
for the national newspaper
industry.
The agreement reached by

editors of very different news-
papers ranging from popular
tabloids to the heaviest of qual-
ities, includes, it is believed, a
move towards the general
introduction of readers’ repre-
sentatives or ombudsmen to
deal with readers' complaints.
The discussions also covered

the provision of “an opportu-
nity to reply” to those who
thought they had been unfairly
treated. This falls short of an
absolute right of reply and
would be at the discretion of
editors.

Mr Andreas Whittam-Smlth,
editor of The Independent and
chairman of a committee of the
Newspaper Publishers Associa-
tion which drew up a draft
code, said yesterday the editors
had taken a major step in the
direction of effective self-regu-
lation.

The Independent editor
described the meeeting as his-
toric but refused to give
details.

Two editors were designated
to brief Mr Louis Blom-Cooper,
chairman of the Press Council,
the voluntary body that adjudi-
cates on complaints against
newspapers. The frill code is
then expected to be published.

The editors at yesterday's
meeting were concerned that
their code would not be seen as
an alternative to the activities
of the Press Council. It was for
from clear, however, how the
code could be incorporated in
plans to reform the Press
Council.
The other areas covered by

discussions included invasion
of privacy and paying crimi-
nals for stories and pictures.
The drawing up of a code i$

designed to try to head off the
threat or legislation. The CaJ-
cutt Committee set up by the
Government is already looking
into the whole area of privacy
and the press.

Lloyd’s to

speed up
settlements
By Patrick Cockbum

LLOYD'S of London, tl

insurance market, has inti
duced reforms to speed tl

handling and payment
claims. The market has be
criticised for slow payme
because of unnecessary papi
work.
The reforms will mean th

the only requirement will I

tiie negotiation and agreeme
with the leading Lloyd
underwriter on the .slip ai
the relevant claims offi
although there will be son
specific exceptions to thla.

There will be separate b
streamlined «i»i»na schem
for aviation, non-marine ax
marine sectors from July ne.
year for all account years i

to the 1991.
After 1991 there will be

unified damn scheme.
Mr Murray Lawrence, tl

chairman of Lloyd’s, said: “]

many areas - especially i

times of big disasters - dain
handling is second to non
bnt this new scheme
designed to ensure that aim
'of the market will operate at
consistent, high-level of pe
formance.”
Mr Robert KevUte, cfaaitma

of the Lloyd’s Insurance Br
hers’ Committee, said yeste
day: “We believe that, as
result, there will be a
cant improvement In the hai
•fling of claims, to the benet
of the policyholder, and in tt
speed and efficiency wit
which brokers will be able t
perform.”
• The Securities Assodatlo
will today rate on whether tw

who face trim
nal charges over the Btu
Arrow affair can continue t
work In the securities bus!
ness, writes David Walter.
Mr Timothy Brown and M

2“J..
Smaliwood of UR

Phillips & Drew wer
“Pended by TSA earlier till
month, but were allowed t

Their appeal was heard jh
tefday by sir Boualeyn Cum
mlng-Bruce, a former arnea
court judge. An announcemen
Is expected this afternoon.
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THE MAIN POINTS

National Health Service

shake-up, Increasing competi-

tion and local management.

The Bill will empower health

authorities to enter mto cu&

tracts with each othe^and

with the private health sertor,

to encourage competibon- Hofr

pitals ana other NHS units

Will be able to feacM ka-
rate trusts within the NHS.

giving their managers greater

freedom. Family doctors will

be allowed to hold health care

budgets, from which they

would shop around tor h«}PJ
tal and other care on behalf of

their patients.

3 Introduction or top-up loans

for students. From next Sep-

tember. most of Britain s

500,000 undergraduates wul be

eligible for a loan of £420 ina

full year or £310 in the stu-

dent’s final year. Students will

repay the loan after gradua-

tion. but this obligation will be

deferred if their income is less

than 85 per cent of the national

S^Green bill on pollution and

waste, introducing an inte-

grated pollution control sys-

tem and boosting local author-

ity controls on emissions. The

bill covers tighter controls on

waste disposal, industrial

emissions, the import and

export of toxic waste, utter,

the use of genetically engi-

neered organisms and the stor-

age of radioactive materials.

Reform of industrial rela-

tions and trade union law, par-

ticularly in relation to unoffi-

cial action. The Employment
Bill, curbing the trade unions

pre-entry closed shop and lim-

iting unofficial strike action,

will be the sixth tranche of leg-

islation in the Government s

step-by-step approach to labour

market reform.
Broadcasting bill to create a

fifth national channel, a new
Independent Television Com-
mission and a new radio

authority. The Government
aims to provide for a wider

choice of broadcast services, to

strengthen the overseeing of

programme standards and to

reform the independent televi-

sion and radio systems.

a Increased choice in the pro-

vision of legal services and

|
streamlining administration of

civil justice

! Food bill to strengthen

safety and consumer protec-

tion ,
Research Into human fertili-

zation and embryology
Privatisation of Crown Sup-

pliers, the Government pro-

curement agency, and parts of

the Property Services Agency

mbhs - THE GOVERNMENT’S LEGISLATIVE PROGRAMME

From deep in parliament s

heart to your own armchair

By Philip Stephens, Political

MRS Margaret Thatcher

vesterday indicated that she

would put the fight against

inflation firmly ahead of fur-

ther tax cuts as she set out the

Government's plans for the

next year with an uncompro-

mising defence of its radical

reforms.
With the glare of camera

lights signalling the first five

television bro&dcHsts of tnc

House of Commons, the Prime

Minister underlined her deter-

mination to press ahead with a

new programme of controver-

sial legislation-

She offered a hint, however,

that she might adopt a more

emollient tone in negotiations

with Britain's European Com-

munity partners in the hope of

averting a major rift at next

month’s summit in Strasbourg.

Conscious of the fragile

truce within Conservative

ranks on policy towards

Europe, she tempered her firm

opposition to plans far a EC-

wide social charter and for full

monetary union with a sugges-

tion that compromises might

still be possible.

The legislative programme,

outlined In the so-called

Queen's Speech, in which the

monarch outlines plans for leg-

islation in a speech written by

the Prime Minister, provides

for at least 15 important parlia-

mentary bills. It confirms that

reform of the National Health

Service and liberalisation of

the broadcasting industry.

But the Speech dropped

what had become a traditional

reference to the expectation of

further cuts in income tax

rates; Mrs Thatcher insisted

that control of inflation was
the “absolute priority.’*

The ommission - approved in

advance by the Treasury - was

taken by senior ministers as a

clear warning that next

March's Budget will not offer

any significant reduction in

the tax burden.
Speaking in the debate

which followed the State Open-

ing of Parliament by the

Queen, both Mrs Thatcher and
Mr Neil Kinnock, the Labour
leader, appeared to tailor their

performances to the new televi-

sion age -it being the first ever

debate televised from the

House of Commons.

Editor

The tone of the speeches

delivered by the two mam
party leaders was markedly

more reserved than that in

recent clashes during Prime

Minister’s question time.

Both dealt at length on the

implications of the unfolding

drama in Eastern Europe, and

on the need for concerted

action by Western nations to

foster the onset of democracy

in countries behind the rapidly

disintegrating Iron Curtain.

Mr Kinnock accused the

Prime Minister of being

“dragged behind" her EC parti

ners and of being unwilling to

adapt the Government s

defence policy to changing cir-

cumstances.
Mrs Thatcher, however,

responded that it was vital

gtnirt the great uncertainty m
Eastern Europe that the West

should combine aid for those

countries which were embrac-

ing democracy with mainte-

nance of firm Nato defences.

While strongly defending the

controversial measures in the

programme Mrs Thatcher
emphasised that many of the

other bills would respond to

flomamta from the public Cor an
enhanced "quality of Hfe."

Those measures particu-

larly the bills providing for

much tighter environmental

safeguards and for improved

food safety - are seen as provid-

ing the background for a major

shift in the presentation of the

Government’s policies in the

mn up to the next election.

By Christopher Dunklay

ENGLAND, in John Bright’s

famous phrase, is the mother

of parliaments. But it has
fay™ Mum an awftal long time

to coax her daughter on to the

modern equivalent of the

When the television cameras
finally sent out their first pic-

tures yesterday it seemed for a

while that those who had so

vehemently resisted their

installation, claiming that

they would turn MPs into an
even more vain bunch of

prims donnas, were right

Not that they looked as
grand as opera singers; more
like public school boys playing

up in front crf seme Important
dignitary. The object was to

prove that they were not over-

awed by this famous new-
comer. The result - during the
first b»lf hour, anyway - was
some vintage knockabout
material.
The Speaker of the House,

Mr Bernard Weatherill, who
looks set to become as much a

star of television as his prede-

cessor was of radio, tossed his

ceremonial wig and scolded

•-This back chat from a seden-

tary position does not enhance

our proceedings.”

By a procedural trick

Labour’s Mr Bob Cryer man-

aged to grab the honour of

being First British MP Live On
Screen From The Chamber,

but the first formal speech

came from Conservative mem-
ber Mr Ian Gow. Before any
mention of the Queen’s Speech

he quoted from an advertising

circular encouraging MPs to

take a coarse in television

drills, asserting that voice and

body language counted for 38

per cent of impact and the

actual content of the speech

for only 7 per cent
The coaching outfit also

promised “Ton will learn if

you need a new hairstyle," and

at this Mr Gow paused and
lowered his glistening bald

bead, waited, and then added
“And when to get It!”

The Chamber roared, and
for the viewer at home it did

indeed become difficult, just as

the opponents of parliamen-

tary TV had warned, not to

admire the man for his deliv-

ery rather than his politics.

Would Mr Gow, the irreverent
thought floated by, be able to

sell the great blank space on
his head to a sponsor if he

keeps pointing it at the cam-

era like that? .

But as soon as the debate

got into its stride, with Mr
Neil Kinnock. tile opposition

Labour Party leader, on ms
feet, flinging his scorafbl

phrases into the faces (rf tte

Government across a table Uti

tie bigger than you would find

at a dinner party, the magic or

the old cockpit began to seep

out through the screen

straight into the sitting room.

These faces, you suddenly

realised, as as those

of pop stars and comedians,

belong to real pwfde with art
passions who talk real politics.

TJcfrpntnff to Mr Kbmock’s dis-

dain for the Government’s
plane, and seeing him direct

his ridicule at a woman sitting

barely 10 feet away - “I

understand why she has taken

to herself *we\ It’s less

lonely that way” - the spirit

and the methods of the House
dear.

Intimate and deeply per-

sonal debate has always been
at the very heart of the British

Parliamentary system and
here it was, right bang in front

erf your own armchair.

just as everybody predicted.

Mrs Thatcher did come off

Small screen, big stage: Kixmock flings a phrase across the floor

worse than Mr Kinnock. In the

Chamber she cannot use the

carefully learned technique of

the sincere whisper which is

so effective in the televirion

studio
’ yet she scores in other

ways. An amazing number (rf

Labour members flung them-

selves against the knife-scyth-

ing wheels of the Thatcher

chariot, leaping up to inter-

vene, finding that the lady

gave way gracefully* discover-

ing too late her drill at mas-
sive retaliation.

After only one afternoon it

Is already clear that the rules

about what we may and may
not see are, as so many have

argued, far too strict, not only

for the good (rf the viewer but

for the proper Image of the

House. Yet all that can easily

be rectified. What also seems

dwr after only one day is that

the cameras will, surely, never

again depart.

our proceedings.” *
# • j

A reforming session, with re-election m mmo

q The Conservative Party’s

backbench 1922 Committee Is

expected to open the way
tomorrow for a possible leader-

ship challenge to Mrs
Thatcher - the first in her 15

years as party leader-

Amid rumours at Westminis-

ter that a “dissident" back-

bench MP may mount a sym-

bolic challenge to the Prime
Minister, the 1922 Executive

was said to be concerned that

if a contra* looked likely it

should be held as quickly as

possible.

Many MPs, however, stm
doubt that anyone will be pre-

pared to challenge Mrs
Thatcher while there is Utile

doubt that she would comfort-

ably defeat one.

By Our Political Editor

THE frenetic pace of the the

Government’s legislative pro-

gramme since 1987 is begin-

ning to slow as Mrs Margaret

Thatcher adjusts her focus to

the next general election.

But there is still enough rad-

ial. reforming “Thatcherism”

in the plans laid out yesterday

in The Queen's Speech to

ensure another year of hard

political battles.

The background to this years

statement - a resurgent Labour

party, the prospect that 1990

will be the worst year for the

economy since 1982 and con-

tinuing sharp divisions within

Conservative ranks over
Europe - has rarely been less

favourable for the Govern-

ment.
The possibility that Mrs

Thatcher may face an, albeit

token, challenge for the leader-

ship is seen among Tory and
well as opposition MPs as

underlining a dramatic erosion

of the “triumphalism” which

followed her 1987 election vk>

to
That in part can he attri-

buted to traditional mid-tram

bines. Few at Westminister for-

get the extraordinary revival

in the Government’s popular-

ity which quickly followed roe

dark days of the crisis over the

rescue of the ailing Westland

helicopter company in January

1986.

There is private acknowledg-

ment among senior ministers,

however, that the hill will be

significantly harder to cUmb
this time round. So the Gov-

emment’s judgement in fram-

ing its latest programme has

been based on two essential

calculations. _
The first is that virtually all

of the remaining controversial

legiriation it plans for the pres-

ent Parliament has to be

squeezed into this session.

prfgyfng it any longer could

dose the option of calling a

“snap" general election m the

spring or summer of 199L

Thus reform of the National

Health Service, the restructur-

ing (rf the coal industry, the

plana to liberalise the broad-

casting industry and legal ser-

vices, and to introduce student

loans were all included in yes-

terday's speech.

So too has the d |fftenlt legis-

lation to introduce the recom-

mendations of the Waraock
report on human embryo
research- the opportunity for a

bitter, though cross-party,

debate on abortion.

In theory, the number of

bills foreshadowed in yester-

day’s speech -15-provides no

real guide to the actual weight

of the legislative programme.
Last year, for example, the

Government gave advance
notice of 16 bills but then went

on to enact 31. It is already

that a number of other

measures - including new tegis-

lation to extend the right or

abode in the UK to key groups

in Hong Kong - will be

announced later in the present

session.

The expectation, however, is

that the Government will be

less ambitious during this ses-

sion.

Though few ministers

believe (ha* the economy wul

permit an election before the

Autumn of 1991 -and many
have now pencilled in the

spring of 1992 as the most

likely date - the option of an

early poll has to be kept open.

That means ending the pres-

ent session in perhaps October

of npyt year to allow a trun-

cated, less controversial, pro-

gramme in the immediate run

up to the election.

Not everything, however, is

being left until the last

moment While the last session

of parliament had few overtly

measures to counter-

„ .ice those such as water

privatisation, the latest pro-

gramme has been framed with

at least a glance towards secur-

ing a fourth term.
The “Green Bill" and the

planned Food Safety bill are

both designed to demonstrate

that the Government is

responding to growing public

concern about the “quality of

life."

Although they wlU be
by Labour as inade-

quate, the Government hopes

such measures will provide the

foundation for a marked shift

of emphasis in the presentation

of its policies in the run up to

the election.

That said, both the timing

and the eventual outcome of

the election are expected at

Westminister to depend much
more on the level of mortgage

rates than on the contents of

yesterday's Queen's Speech.
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UK NEWS

Private satellite links to be freed
By Hugo Dixon

PRIVATE telecommtmicationa

satellite users will be given

more freedom under a package
of measures soon to be
announced by the Government.

The most important measure
would allow satellite operators

to provide communications
lmtca across Europe. Users are

at present restricted to offering
services within the UK.
Although the Government

licensed seven private satellite

operators last year, most have

yet to provide a service

because they are so hemmed in

Industry Plans ^
cut through most of toe red

tape, partly to keep up with

developments in West Ger*

many where most controls on

satellite services have oeeu

The ban on providing intent

watinnai services has limited

the attraction of the new ser-

vices to users, according Mr
Paul Franklin, who is in

charge of satellite services at

EDS: the US telecommunica-

tions group which won one at

the licences. Multinational

companies headquartered m
London wanted to link their

European operations and were

less interested in a UK-only

service, he said.

private satellite services

could be a particularly effec-

tive way of linking Europe-

wide operations.

Instead of negotiating to

lease private cables from differ-

ent state-owned monopolies

each with different technical

standards, companies would

simply give each of their Euro-

pean branch offices a satellite

rtiwh.

In the US, where such satel-

lite services are common, com-
panies use them to transmit
moving pictures, data and
voices. They are used particu-

larly the automotive, banking
and electronics industries.

The seven private satellite

operators are: British Satellite

Broadcasting, British Aero-
space, Satellite Information
Services. Uplink, EDS, Kings-

ton Communications, and Max-
well SptaTWg Communications.

The Jobs column and

Recruitment Advertising

will appear on
Friday 24th November

BT to offer

advanced
services
By Hugo Dixon

AN ADVANCED
telecommunications service

capable of carrying picture

telephone conversations,
high-speed facsimile and col-

oured diagrams will be offered

from next April, British Tele-

com confirmed yesterday.

The Integrated Digital Ser-

vices Network, uses existing

copper telephone wires to offer

a mixture of picture, voice and
data traffic.

British Telecom's ISDN ser-

vice will start on a pilot basis

at the end of this month, lead-

ing to the launch of a commer-
cial service next April. It wQl
be able to link with similar ser-

vices in France, the USA and
Japan, which have progressed

more quickly.

ISDN - aimed mainly at
email and medium-sized busi-

nesses - will be able to cany
two separate communications
channels along each copper
wire. Each of the channels can

be used for either data, pic-

tures or voice. x „
Calls will be charged at the

«ime rate as far an ordinary

phone but connection and
rental charges will be higher.

• Six hospitals pioneering

cost efficiency methods in the

National Health Service are

having difficulty in recruiting

enough full-time computer
staff.

The six are pilot sites for the

Government's resource man-
agement initiative which aims

to make the health service

more cost effective by enabling
ctafr to make better-informed

decisions.
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Recovery in oil output boosts

growth in GDP to 1 per cent
By Patrick Harveraon, Economics Staff

A RECOVERY in North Sea oil

production helped the British

economy grow by 1 per «mt
during the summer, but the

annual rate of economic

growth as measured by output

is still the slowest for nearly

Soar years, official figures indi-

cated yesterday. ___
The Central Statistical Office

said that its preliminary esq-

mat» for gross domestic prod-

uct (GDP), measured by the

output of goods and services,

rose 1 per cent between July

and September. This compared

with a fell of 0.2 per cent in the

previous quarter.

The third quarter rise took

the growth rate to just

below 3 pa cent, the slowest

rate since the „°£

1985 and less than half the 43
per cent annual growth
achieved last year.

jf the contribution from oil

UK GDP
Constant factor cost

(saasonaByadiustad.lt

120

1965 1987 1989

and gas production is exdncted

from the calculations, GDP
growth was almost fiat in the

third quarter. The CSO said

that the non-oil economy grew

by 0.3 per cent in the period

July to September, to a level

2% per cent higher than in
September 1988.

The rise in energy sector

output during the quarto- was
5*A per cent, an illustration of

the recovery in oil production

since last year's Piper Alpha
oil platform disaster and other

problems curtailed North Sea
output.
The CSO said that between

July and September the output

of the production industries

was 1% per cent higher than

the previous quarter. Manufac-
turing output and services out-

put both rose Vi per cent dur-

ing the period.

The seasonally adjusted pre-

liminary output-based measure
of GDP in the July to Septem-

ber period stood at 116.0

(1985*= 100), against 1149 in the

previous three months.

City forecasts unemployment rise
W ... — . m, « inon ohnnrt the

ECONOMIC forecasters in the

City of London appear slightly

more optimistic than the Trea-

sury about growth next year

but they think unemployment
will rise by 150.000, writes

Simon Holberton.
According to the latest Trea-

sury compilation of 11 City

forecasters, the level of gross

domestic product should be L8
per cent higher in 1900 com-
pared with 1989. In the

Autumn Statement, the gov-

ernment’s outline of spending
plans announced last week, the

Treasury forecast a 1.25 per

cent growth in GDP next year.

The City expects both per-

sonal and Government con-

sumption to be more buoyant
than the Treasury, while it

believes gross investment will,

at 0.9 per cent, grow by needy
half the rate of L75 per cent

forecast by the Treasury.

Inflation is expected to be
around 5 per cent in the fourth

quarter this year, compared
with a Treasury forecast of 5.75

per cent. But unemployment is

forecast to rise to L85m from

1.7m this year.

The current account deficit

is £145bn in 1990, about the
norm* as toe Treasury expects

(£16bn). Growth in the volume

of exports is forecast to be 5.6

per cent in 1990, while imports

are forecast to grow by 2S per

cent
By the end of next year the

City expects sterling to have

lost a further 6£ per cent of its

value against other currencies.

On the Bank of England's
trade-weighted sterling index

City forecasts expect the pound

to be at 84 compared with 899

for the fourth quarter this

year,

industry

‘crisis

deepening’
By Alice Rawsthom

THE UK knitting £
in the midst of a crate®;
-unprecedented
and its condition is deterijwt

ing, according to a leading

Industry figure. .. .

Mr Carl Brewin. president <a

file Knitting Industries

ation, toM its annual genera

meeting in Nottingham^yertex-

day that the industry had

plunged into a “deepeiffiW cri-

sis” which, he said, had

become “much deeper urea

our gloomiest predictions-

There have already been

mure than 10,000 Job

- representing 13 per cent of

the knitting work-
force - across the fodustayja

the test 18 months. Mr Brewin

warned there was likriy to be

“further deterioration” before

the knitting companies
.

returned to stability .

The £1.6bn industry, widen

is based mainly to theeast
Midlands and on the Scottish

Borders, has been in an
increasingly precarious state

for nearly two years.

The ma^n problem was at

first the high value of the

pound against the dollar and

related Asian currencies,

which prompted a rapid rise in

imports of knitted garments.

But the industry has also

suffered from depressed
dipmflwd fine to the swing in

fashion away from chunky
knitwear and the impact of

two successive years of mild

winter weather. The recent
yin««kwn in consumer spend-

ing, in response to increased

interest rates, has intensified

file pressure an demand.
Mr Brewin said that file

imttting companies managed
to maintain output last JW
— affhongh profitability came
under pressure - but there

had been “an acute decline to

sales'* since spring. Similarly,

he said, exports have fallen to

real terras because of the vola-

tility of the pound.
In recent months the knit-

ting industry has been hit by a
series of cuts and closures.

Earlier this month T. W.
Kempton, one of the largest

knitwear manufacturers to the

east was forced to
rail in the receivers, threaten-

ing the jobs of its 1,200 work-

ers.
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It hadn't been the easiest of assignments. But now he had the data and the

samples he wanted, and the weather was worsening Time to make a move
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"Thke me to the Hilton?A great place,
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granted but that was a compliment He fd never been let down yet He

smiled to himselfat the prospect ofa warm welcome and a hot bath. For the

nextfew days
,
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Vbrldwide. (Germany: 069 25 01 02, France: 1 46 8734 80.)
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TECHNOLOGY

F
or devotees of elec-

tronic wizardry Christ-

mas faas come early

this year, with the

high street electrical stores

packed with hand-held com-

puter gizmos.

For many a high-tech execu-

tive, who believes the micro-

chip is the natural successor to

the ball point pen, mastering

the equipment is just part of

the fun. But will the complex-

ity of operating these hand-
held gadgets result In the more
conventional' manager tossing

them into the back of the desk

drawer once January arrives?

Manufacturers of electronic

organisers and pocket-sized
personal computers have been

beavering away to make sore
that does not happen. Many
have used innovative tech-

niques to ensure that their
machines are as easy to use as
pen and paper.

At the heart of the technical

issues has been how to make
the marhlnag small APd light

without compromising on the

features. Of particular concern
has been the keyboard design,

the size of the screen and the
battery life.

The market breaks down
into two main -types of product
One is primarily for electronic

diaries; the Organiser, from
Psion, of London, the digital

diary, from Casio of Japan, and
the Sharp IQ (sold as the Wiz-

ard in the OS) toll into this

category. They are compara-
tively cheap - £100 to £200.

And they are proving popu-
lar - Psion alone sold 147,000

of them last year. “For me the
Sharp IQ is an electronic Filo-

fax," says Daryl Foster, a direc-

tor at London minicab firm
Addison-Lee,- of his Sharp IQ.

It’s much better to carry one
of these around than a minion
pieces of paper.”
Although described as pock-

et-sized, with many models this

is stretching a point Neverthe-
less, most fit easily into a
handbag or briefcase. Their
keyboards are arranged alpha-
betically. The Casio models are
the exception with a “qwerty”
keyboard similar to a type-
writer or desk-top computer.
The different models perform a
variety of other tasks - they
can be calculators, alarm
clocks or telephone directories.

The other category includes
the Psion mobile computer
(MC) and the Poquet Com-
puter, from the US. Both have
pretensions to be hand-held
computers and have been nick-
named “palm-top” PCs. Their
aim is to combine full-sized

computer features into the
smallest amount of space. They
have a qwerty keyboard and
most are IBM PC compatible.

Della Bradshaw examines the

arrival of electronic hand-held

personal computers and diaries

A tale of

gadgets
past and

They can cost up to £1*500.

The layout and size of the
keyboard largely determine the
uses of the machine. The Psion
MC, for example, has a full-size

keyboard and could easily be
used for typing. As a result, it

is the size of an A4 notebook
and weighs nearly 2kg.
The Pocket PC, from DIP, of

Guildford, also sold by Atari as
the Portfolio, is only eight
inches long but has a qwerty
keyboard. Like most models it

folds in faflf lib* a rfnw «i»n
with the screen incorporated in
the lid and the keyboard in the
base. The machine could be
used far writing a tetter, says
Oliver Tucker, sales manager
for DIP. “But I wouldn’t want
to write a book on it”
The small keys ami the lim-

ited liquid crystal displays of
the least expensive electronic
diaries have proved difficult
for some people to see and use.
And even for the more agOe,
the time required to key in a

large amount of data can be
considerable. To alleviate the
problem, the manufacturers
have Introduced communica-
tions leads so organisers can
plug into a desk-top PC and
send data either way - an
address list could be dumped
from desk to pocket, for exam-
ple.

One possible solution to the
typing problem has been incor-
porated by Microwriter in its

Agenda organiser. As well as
the numbers and letters (laid
out is calculator format), it

incorporates its own specially-
devised five-key system. Differ-

ent combinations of the five
keys represent different letters.

Although the Microwriter
concept was a commercial Hop
when introduced for general
computing applications in the
early 1980s, the company is

hoping its hour has come in its

electronic organiser role.
“Whan you reduce the machine
to this size Qess than seven

its small size, the wrachimi can
easily be lost, and with it the
data. Sharp, for example, has
introduced extra datacards to
expand the memory, but they
cannot be used as a back-up
system for copying informa-
tion.

Psion’s MG and the Poquet
machine have tried to over-

come die short battery life by
incorporating an energy man-
agement system which
switches off the machine when
it Is not being used - even
between individual keystrokes.

As a result the MC can run for

up to 60 hours on one set of
lotteries
To cut power consumption

even further, the two compa-
nies have done away with tra-

ditional add-on memory units
- the equivalent of mini disk
drives - which are notoriously

power hungry. Instead they
use semiconductor memory —
chips on cards the size of a
credit card which plug Into the

inches) you're hunting and
pecking for the keys,” says
Aina fMhani piaritf^wg exec-
utive with Microwriter. “You
end up with your index finger
falling off, even If you have a
qwerty keyboard.”

Instead of concentrating an
making the keyboard easy to
use, Psion has adopted another
technique from desk-top com-
puting in mss model of its MC
ranee. It has dprided to incor-
porate icons - pictorial repre-
sentations of a calculator or
document. To indicate the
required icon, the Psion
machhwt USBS ft fawolipari KnfH;

into the keyboard. If, for
pie, a file is needed, the
touches the section of the pad

' flungwhich corresponds to the
cabinet cm the screen - say, in
the top left comer.
Another problem, particu-

larly with the smaller
machines, is the battery life.

Some users complain that
when the batteries run down
they cannot reach the data
until a new set is inserted.
With the Psion Organiser, the
new batteries have to be
inserted in 90 seconds or the
data can be lost
Others worry that because of

ALTHOUGH promoted as tools far making
individuals more productive, many
organisers and pocket PCs are appearing
oai the shopping tiste of corporate
purchasing departments.

In the UK, Psion has taken advantage
of being first into themarket and has
made considerable Inroads Into the
corporate sector. About half the
organisers sold last year were bought
by companies rather than indtviduafa.

Electronic organisers have proved
particularly popular in the retail sector,
with companies such as Marta and
Spencer, De&enlmms, Abano,and
Benetton all using these electronic
gadgets, mainly to store information
an stock pricing. Mwta and Spencer,
for example, is usingmore than u»®s@

Psion units at its tfUs in case cashiers
need to check the prices of Items.
Others are using these electronic

gadgets for stocktaking, or in caqJinictloB
with barcode readers for stock controL
When an item Is sold - and the barcode
reed - the item description and number
Is fad into the memory of the diary so
It can calculate the stock remaining.
Hath In thumriat mil wmimnidd

sectors sales staff are using the hand-held
gadgets to store data for on-the-spot
quotations - be it for an Insurance policy
or a double-glazed window.
Yet tiffs is jUBtthe tip of the Iceberg;

Psion, to example. Is considering
faicatpoiatfama pager into its umEta,
which would mean data could be sent
across the airwaves to the hand-held

computer. This would allowa secretary
to update an executive’s diary. Or enable
a credit card company automatically
to update the list of stolen cards as soon
as they are reported. Small retaflers or
restaurants could then check whether
a card was stolen without the need to
install one of the counter-top machines
connected by phone fine to the credit
and company’s central database.
Going one step further, the most

sophisticated of Psion’s mobile computers
«m talk, ™ing digitised voice techniques
so that nsers can annotate text held on
tite machine. Eventually the box of
electronic wizardry could be used as
a mobile answering machine, or even
used with other forms of mobile
communications.

Psion is the first company to
use a chip technology devel-

oped by Intel, of the US. called
Flash Eproms. They allow the
memory on the chip to be
wiped dean by a flash of elec-

tricity. Once the memory is

full, the data can be trans-
ferred to another machine so
that the card hw be dMnwi
and filled with new data.

These card un its also allow
large amounts of data (S00
kbytes per card, for example)
to be stored without increasing
the size of the machine. With
the cheaper electronic diaries,

extra memory means extra
hulk. The DIP has 328
kbytes of inbuilt memory, to
add another 640 kbytes means
adding an extra unit the size of
a. cigarette packet
A third type of hand-hald

machine is the new breed of
financial advisers - glorified

calculators for the financial
sector. At amend £100, Hew-
lett-PachHid’s Business Consul-
tant or Texas Instruments’
Financial Investment Analyst
are no replacement for your
local broker, but they, could
provide a useful addition to a
jobbing accountant’s electronic

armoury. They play a rote as a
portable adjunct to, rather
than a replacement for, PC-
based financial packages.

Since most of toe machines
have been launched over the
past six months, this Christ-
mas wifi, be toe first true test

of their popularity. But their
immortality is assured; one ha«
already starred in print.

In Dick Francis’s novel.
Straight, the outcome would
have been completEly different

if it bad not been for the role of
the trusty electronic organiser.

Low-cost X-rays
come into view

T he World Health Organi-
sation has developed a
low-cost high-perfor-

mance X-ray system that could
substantially lower costs for
NES hospitals. . .

The machine, known as the
WHO-BRS. was initially
designed to make vital X-ray
examinations more widely
available to people in develop-

ing countries. For over two-
thirds of the world's popula-

tion X-ray equipment is not
available.

The system comprises X-ray
and film processing and view-

ing equipment, plus manuals
on radiographic techniques,
darkroom operation and film
Interpretation. Cost is low
because the system does not
use electromagnetic brakes,
electric motors or complex
moving grids. It uses a smaller
generator and has been simpli-

fied to handle most X-rays.

The system uses an X-ray
tube with small focus spot The
distance is fixed to make it

simple to operate. “The equip-

ment has been designed to
ftitiwinflte many of the things

which are hard to maintain,”
says Dr Gerald Hanson, chief

of radiation medicine at the

WHO. He points out that
lengthy training is unneces-
sary - "superb quality X-rays

can be anywhere in the

world by people with a mini-

mum of training.”

Apert from toe X-ray tube
and generator, all moving
iwftrihfttiiKmg are non-electrical
and can be easily maintained.

To cope with irregular electric-

ity supplies in many areas of
developing countries, the sys-

tem uses a generator operated
from a standard nudm* supply
or from lead-add or nickel cad-

mium batteries.

“Batteries mean that the Sys-

tran can be used when there
are fluctuations in electricity

which would cause lowerqual-
ity X-rays to be produced,"
says Hanson. The batteries
provide enough current for 200
X-rays a week - twice the
average workload of small hos-
pitals - without recharging.
The WHO says that the BRS

ram perform over 80 per cent of
X-rays at a large hospital and
almost 100 pa cent of those
required at small hospitals. “It

is only the last 10 per cent or
20 per cent for which toe extra
[mechanisms] are needed and
it is fast pmH number
which arramnte for more than

80 per cent of the cost of com-

plicated X-ray equipment,

says Professor PES Palmer of

the University of California at

Davis's department of radiol-

ogy. He believes that the WHO

/

bus “provides one of the most

sophisticated yet operatively

simple X-ray sets which has

ever been manufactured.”

The system was first tested

In Colombia in 1383 and has

since been tested in more than

20 industrial and developing

countries. Radiologists at the

800-bed Northwick Hospital is

London were shown X-rays
produced by both conventional

and BRS system According to

a WHO report, the images pro-

duced by the WHO/BBS system
were considered by the radiolo-

gists to be "excellent" in 20 per
of tfaft CTanninaiioDs, com-

pared with only 6 per cent for

conventional equipment.
The device also appears to

cut down excessive irradiation

of patients. A WHO report says

that in tests in Britain, France
and Italy, patients for abdo-
men, lumbar spine and lumbo-
sacral joint X-rays received
between one-quarter to one-
third of the radiation that they
would have received from con-
ventional equipment.
Although the WHO-BRS has

outperformed conventional
X-ray equipment in many
teg**, manufacturers have been
slow to produce it or to price it

competitively, says tile WHO.
Only about 500 are In use
worldwide. “We do not under-
stand the marketing psycho-
logy," says Hanson.
Conventional X-ray equip-

ment costs more than $100,000.

“The WHO-BRS could be pro-
duced in developing countries

for around $10,000. says Han-
son. “Currently toe system is

selling lieu: $50,000 or more. We
feel there Is a large gap
between production costs and
selling costs. The system could
be sold for 40 per cent less than
it is now *

- Six manufacturers of con-
ventional X-ray equipment are
producing the WHO-BRS.
According to Hanson, however,
only Philips Medical Systems
and Semens currently offer “a
satisfactory installation includ-

ing maintenance and repair.”

Hanson hopes that manufac-
turers In developing countries
will start manufacturing the
equipment themselves.

John Madeley

TECHNOLOGY MARKET

' Do you have
a Technology

Marketing Strategy -

?

Tboa country ipcnds an immense amount of time reminding

tbc world how inventive and creative it is but n rbc same lime

usually apologises “terribly sorry, we axe not awfiiDy good at

marketing ourselves."

This amazing nonsense is usually voiced fay those involved in

the inventive process, or the engineering cycle of product

developmeat, who prefer to ignore tbc market need and create

in a vacuum!
Likewise, how many Marketing Directors in industry control

the technology marketing process, including patenting and
product Kcnrsmg - chat's somebody rise's responsibility at

anodrtr part of the company!

Marketing is not a science. His the creative process identifying

the market need, through to the rnipJcmciuatrat of product

strategics to meet that market need. Nothing very dever in

due. but how many engineers and sdcntucs address (be

market needfirst.

For fifteen years Strategy has been advising a number ofbhx
chip industrial companies on the promotional aspects of die

technology marketing process. If you would like to know
more, please contact Paul Cauiley or Steven Dollond on
01-4805652-

Strategy
p

Marketing tdofi and solutions

Strategy International Ltd,

The World Trade Centre. St Katharine's Dock. London El 9AA
Tct 01-480 5652 Fax: 01-488 9KM3

.

HIGH GROWTH
INNOVATIVE ENTERPRISES?
STRATEGIC ALLIANCES?
LICENSING OFFERS?

START WITH INITIATIVE
EUROPE MONITOR

The bi-monthly business journaliJSO per annum.For
FREE SAMPLE COPY contact Antonia M.

Miilen,initiative Europe,71 Bondway,London SW8
lSQ.TefcO1-735 9838.

1992
Electronics Development Company with large

number of enquiries from EEC requires

funding to exploit potential market. Minimum
£250,000.

Write Box F9398, Financial Tunes, One Southwark
Bridge, London SEI 9HL

TUI', (MVI ;|{<ITY.

< >) fiHUM.NGH AM

Responding to industry

s

needs and leading in

MUaeriala for high performance

Biotechnology Physics lor industry

Medical diagnostics and treatments

Manufacturing Engineering

through
) Joint research Consultancies

Research fork Teaching conyanica

Enquiries to:

Dr Bob Bonhaway, University ofBirmingham,
Edgbaston, Birmingham B15 2TT

Telephone: 02I-4U 3881. fax: 021-414 3850.

STRATEGIC MANUFACTURING
RarelyhassiKAagroaprfleadfogtiiinkersandiHactitioners

in competitive manufacturing been brought together for

cme conference.

The 1989 International Conference
on Strategic Manufacturing

at The Gleneagles Hotel, Perthshire

draws together a most prestigioas group of speakers from

three continents - Japan, America and Europe - in order to

examine new approaches being taken to gain competitive

advantage via strategic mpnnfapmring

The conference has been designed for the industrial

executive already aware of the importance of effective

manufacturing in corporate competitiveness, and takes

place on 13-14 December at this unique location.

For moreinfbrtnatiozi,phoneTbeStratbdjdeKiutifiite

on 041 5524011, fax 041 552 5821.

U.S.A. COMPUTER
MANUFACTURER

Instrumentation market.Management in

place.Sales nearing $2 Mill ion.Profit25%.

85% repeat customers. Flexible offshore

owner.Principals only please.

Mr. Chariton^ Bodley Close,Newcastle Upon
Tyne,NES 3SF.

PCs Held in London and Cambridge
In either ofthese cities, you’ll find all the latest IBM,Compaq
and Apple” personal compute*! and peripherals.

All available either fbrsale orfor rental.With total back-upand
amazingly light charges.

No wonder CCA Computer
I

— s
Group is a leading farce in

|

manta
\

fate

both PC sales and rental

CCA Computer Group PL

C

(PUTTING TECHNOLOGY IN ITS PLACE.
Formora in/annafion telephone: 0800382838
AgVfciMd ibcAct*: loro«ii C.MTJ.I.I I 1»C-

FREELANCE TECHNOLOGY
MARKETING SUPPORT

Experienced technology marketing specialist available to

provide structured marketing know-how and executive

support on time-share or consultancy basis to medium/smaB
electronics and comp ter firms. Long or short-term
assignments. Planning, implementation, and directum of your
ssles/marketing effort.

Ifyou need kelp please contact:

NW Business Development Services Limited

17 Lower Maktana Fold, Harwich,
Botina BL6 6PD
Tel 0204 696561

Well Established Precision
Engineering Company

Specialist in non standard precision carbide
and H.S.S. cutting tools for high technology

industry. Modern M/C. Situated West
Midlands. £300,000. to include 5000. square
feet factory. Full order book UK and Export

Directors wishing to retire.

Write Box F9424, Financial Times,
One Southwark Bridge, LONDON. SEI 9HL

MIDLANDS BASED COMPANY
FOR SALE

Midlands based private limited company provides wide

range ofSUB-CON FACILITIES for quality products

(high-tech related) in MECHANICAL AND
ELECTRICAL ENGINEERING. Developed to £1.5m
turnover in many markets where full potential requires

involvement of larger manufacturer/patenL
Assets include high freehold property content.

Principals only please write to Box F9425,

Fimadaf Times, One Southwark Bridge, LONDON.
SE19HL

by order of the liquidator
J.C. HEATH OF KIDSONS RE:

F.G.L. PROJECTS LIMITED - IN
LIQUIDATION

Offers are invited for various packaging

related patents especially Vac-Sac ranges

patents.

Please apply to: Hamah Wood or Job* Fenston on

01-493-6553 or Job* Heath on 01-436-3636

MIDLAND BASED ENGINEERING
COMPANY

Engaged m the manufacture of special Tungston Canhide and
H-JLS- Toots also all types of precision grinding and nmrfaining
Thisisa well run and profitable business with full order books
occupying freehold property. Should be of interest to Carbide
producing companies without special manufacturing abilities or
companies looking for an efficient & competent toolroom.

Write Box F9399, Financial Tunes,
One Southwark Bridge, London SEI 9HL

PAX TECHNOLOGY TRANSFER LTD.
Year International Connection

We fare b fage ybrtkw of qnafiiy hduniJtl products and wuemu far
SettceOur wgahd *ofUvride ocanii can ubo provide a fine ranre of
fcence aad jonU vendue opportuaBM to match your baaoem development

Contact John D. aunt
112 Boandeiy RfladJjenden NWS 0RH. Eaakmd.

Tte 01-328 8823. Fax: 01-328 9519

HAZARDOUS WASTE
DISPOSAL

Land with planning approval and relevant licences
for Waste Management and Treatment.

Interested parties please write Box F9426, Financial Times,
: Bridge, London SEI 9HLOk

To advertise

on the

Technology Market
page ring

Michael Rowlands
873-3349 or

Anthony Carbonari
873-3412

J
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THE MAKING OF A SOVEREIGN.

A BMW M5 is an exceptional phenomenon. It is, on the one hand,

an elegant limousine with its own distinctive character and, on the

other, a fascinating and dynamic sports car.

A sovereign presence in every

respect. Built for people who believe that

individuality should be expressed in refined

understatement

In this car, stylistic good manners involve

a correct synthesis between aesthetics and a high level of functional

efficiency. The outstanding aerodynamics therefore do more than simply

accentuate the characteristic BMW lines; they also contribute substantially

to the M5's extraordinarily stable handling properties.

The interior has an aura of exclusivity and performance. Perfect

ergonomics, precisely arranged functional efficiency and carefully selected

high-quality materials characterise the design of the M5’s interior.

The most noticeable feature in this quality level is certainly,

however, the high-performance engine - a power unit which delivers

its almost inexhaustible power in an outstand-

ingly refined manner.

The 4-valve technology of

this advanced 6-cylinder in-line

engine contributes to making the M5 one

of the most powerful series-produced auto-

mobiles in the world - even though it is designed, without compro-

mise, for catalyser operation. The modem Digital Motor Electronics

provide engine management of maximum pre-

cision and efficiency.

Unmistakably the premier model, it is the

jewel in the BMW 5 Series crown - a sovereign

with a famous but simple insignia. M5.

6-cylinder, 24 valve, 232 kW/315 bhp, induction system
with special resonance control - pure M power.

f
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eldora have stock mar-

ket expectations turned

linto so great a disap-

.

—
'
pni ntment. When the

TSB Group was floated on the

stock market in September

1986, a move which trans-

formed a patchwork of 70

regional savings hanks into the

sixth largest UK clearer, there

was great optimism among the

bank’s executives and inves-

*°Three years on. there is little

to be optimistic about. Signs

abound that TSB’s perfor-

mance is weaker than that of

5 ts competitors. The share

price today is just 13p higher

todav than it was at the flota-

tion 'despite the upward move-

ment of the markets since

then. Interim profits this year

were down from £212.1m to

£164.5ni. At just under 75 per

cent, the group’s cost/income

ratio is nearly 10 percentage

points above those of the other

large clearers.

In retrospect it has become
painfully clear that TSB went

into the flotation with a group

structure and a management
team unsuited for the struggle

to survive against the estab-

lished clearing banks.

Yesterday’s sackings and

restructurings are the latest in

a long series of measures
aimed at creating a bank group

which is tightly focused on the

needs of the market. The job

cuts and restructuring have an

undercurrent of desperation to

them. If these latest moves do

not succeed in pulling TSB's

performance into line with its

competitors, the group's future

will be murky. Its statutory

five years' protection from

predators ends in less than two

years and it will look exceed-

ingly vulnerable.

The group’s future success

or failure is generally agreed to

lie in its banking operations

(rather than its insurance and
commercial subsidiaries)

which account for more than

70 per cent of group profits and
virtually all its balance sheet

It is in the banking operation
that changes have been most
apparent over the past two
years. Since 1986. TSB has shed

almost all the long-standing

top management inherited

from the Trustee Savings
Banks after a long series of
internal struggles.

“Today, the TSB senior man-
agement team contains only
one long-serving Savings
Banker and 200 out of the top

300 senior and middle manag-
ers have been with the com-
pany less than four years,"

says Don McCrlckard. chief

executive of TSB Bank.
McCrickard is one of the key

figures in the revamping of

MANAGEMENT

TSB Group

a make or break strategy
Steeply rising costs and a profits downturn have prompted the UK financial institution to embark on

another round of sackings and further restructuring. David Barchard examines its prospects

Sir Nicholas Goodlson: softer

style and radical gestures

TSB. A former American
Express executive, he made his

reputation in the group by
turning around UDT, its

finance house subsidiary. Since

he arrived at the TSB in the

spring of 1988, his views on the

bank’s future have exercised a
powerful influence.

When TSB Bank, an
umbrella organisation covering

all group banking operations

was created last May, McCrick-

ard was the more or less inevi-

table choice as chief executive.

Retail banking operations

are handled by Peter Ellwood,

former chief executive of Bar-

claycard, hired last June.

“I went outside the organisa-

tion for a financial retailer,

someone sensitive to the needs

of consumers and someone
capable or pushing through
fundamental change necessary

at the branch level,” says
McCrickard.
The most Important change,

however, was the arrival as
group chairman last January
of Sir Nicholas Goodison, for-

merly chairman of the London
stock exchange. The style of

his predecessor. Sir John Read,

had been hands-on and auto-

cratic. Sir Nicholas has a softer

personal style, hut his chair-

manship has been marked by
radical gestures.

His first big decision as

chairman was to make a clear

Year to Oct 31 1989* 1988** 1988 1987 1988 1985 1984

Total Income (fimj

Total costs (£m)
752.6
SB2JS

7006
4SU

1,442
977

1.062
667

859
563

721
471

626
411

Costs/income ratio%
Equity/assets ratio%

74.7
84

66.8
84

87.8

&3
62.8
13.2

65.5
12.2

653
7.8

65.8
7JB

dbh to aa in* «fMf yt* to April m mi
-

break with the past by sacking

nearly 100 regional nonexecu-
tive directors and chopping the
TSB Regional Board structure,

vastly enhancing the grip of

the executive management
Soon afterwards the TSB

group board was trimmed from
31 members to 17. In April the
hank was given its present
clearly delineated three-legged

structure consisting of the
bank under McCrickard; an
insurance and services divi-

sion; and a commercial divi-

sion for its non-finanrial ser-

vices subsidiaries.

Sir Nicholas had earlier
sounded a surprisingly strong
warning note. At the AGM of

the group in March he told
shareholders that lower half

year profits were on the way
and that costs were beginning
to grow faster than income.
Year end profits are forecast to

be below last year's £420m.
Meanwhile two major strate-

gic reviews were commis-
sioned, for retail banking aid
corporate banking. Conducted
by full-time internal senior
management teams, with some
outside consultancy help, they
exposed a plethora of prob-

lems, particularly on the retail

banking side.

Out of a fairly lengthy list of

problems facing the bank's
retail operations, some of the

most urgent appeared to be:

A highly fragmented struc-

ture inherited from the former
Trustee Savings Bank organi-

sation. These included several

different authorised banks
each with its own head office,

administrative centre, and
computer centre. The tendency
to the proliferation of local

fiefs had actually increased in

the run-up to flotation as the

quid pro quo for gaining sup-

port for the change:
Operating costs were unnec-
essarily high because of TSB's
fragmented structure, and the

duplicated or even triplicated

sets of functions it gave rise to;

The need to invest heavily in

technology and branch upgrad-
ing was placing a second
severe strain on the cost/in-

come ratio;

Many of the bank’s 1,600

branches were badly located
and substandard in appear-
ance;
An over-reliance on cheap

customer deposits for profit

rather than competitive pricing
of products;
There are also some prob-

lems with the bank's customer
base which has a much larger

proportion of lower Income
customers, classified in adver-

tising terms as C2s and Ds,
than the other large clearara. A

particular gap is the student

market in which long-term cus-

tomer loyalties are forged,

though TSB r.iaims to be quite

strong in the 16- to 24-year-old

market nationally.

The bank was not capitalis-

ing on strengths which it reck-

oned it had and most of its

competitors did not; including

an estimated two-year lead in
on-line, real-time technology
and a sales force in its

branches cross-selling insur-

ance and investment services

to current account customers.
Corporate activities axe now

grouped Inside Hill Samuel, the

City merchant bank which
TSB purchased around the

time of the 1987 stockmarket

crash. The absorption of Hill

Samuel, which has a very dif-

ferent corporate culture from

that of TSB, into the group is

now Ear advanced.
Initially, Hill Samuel

employees were demoralised

by the sale of the merchant

bank and the circumstances
which led up to it, but the inte-

gration of Hill Samuel into the

group and the organisation of

its entire corporate business

under the ESD. Samuel name
has been one of the more suc-

cessful parts of the reorganisa-

tion at TSB.
. .

Hamish Donaldson, joint

riiirf executive of Hill Samuel
at the time of the acquisition,

has been retained at the helm
and he has presided over a
refocusing of the bank's strat-

egy in four areas of activity:

commercial banking; invest-

ment finance; treasury
operations; and corporate
finanng. Meanwhile numbers of

employees in Hill Samuel have
tumbled - from 2,000 in 1967

to around 1,000 today.

The job cuts were achieved

by a series of strategic with-

drawals. Since the autumn of

1987, Hill Samuel has pulled
out of stockbroking by selling

Wood Mackenzie to County
NatWest (in February last

year) by earlier withdraw-

ing from Eurobond operations
pnd gilt market making in

October 1987. Its share regis-

trar subsidiary. Hill Samuel
Registrars, was sold to Bar-

clays Bank earlier this year.

Last autumn Hill Samuel
merged its Treasury with that

of its new owner, with Lord
Cobbold coming from TSB to

act as the head of the newly
unified operation. However,
the arrangement did not prove

a success and Lord Cobbold
left the post in the summer,
though he remains on the Hill

Samuel board.

Don McCrickard: exercised

powerful Influence on future

Meanwhile TSB has made a
series of capital injections,

both by transferring business

to Hill Samuel and by provid-

ing capital intended to finance

organic growth.
will Samuel's capital base of

£282m in 1987 has grown to

over £820m today. About half

the new capital comes in the

form of cash. Between April

1988 and April this year, its

corporate lending book grew
by 43 per cent to £4Jbn.
mil Samuel is now embark-

ing mi a steady expansion of

its branch network which has
grown from 8 to 11 over the

past year. The is to find

business customers outside
which require flexible

and sophisticated financial

advice based on an expert

knowledge of their industry.
”1 am rather enthusiastic

about our prospects," says
Donaldson. “We should grow
faster and more successfully

from now on.”
The results of the changes

are as yet hard to measure.
Group interim results last

April showed Hill Samuel mak-
ing profits of £20-9m compared
with £17.3m a year earlier,

though changes within the
group make the comparison
Somewhat tniflteariing-

Donaldson's task looks rela-

tively straightforward com-
pared with that feeing EDwood

in TSB’s mainstream activity,

retail banking.

The restructuring he
announced yesterday of the

retail banking operations of

TSB is unlikely to yield quick

results and it has attracted

massive publicity. EDwood has
several alms In making his

cuts. They include:

A slimming down of TSB
head office operations and the

concentration of processing
operations in 80 local customer
services centres or “mini-facto-

ries", each handling work from

about 16 diflerent branches.
Instead of the previous

national organisation of seven

regions ana 54 districts, TSB
now plans to have a structure

of three regions and 21 areas.

However, a reduction in the

size of TSB’s branch network is

not planned.
-We are constantly —

at the location of branches
opening new ones and c’

others If they are not in

areas. I wouldn't expect any
material drop in the size of our
branch network," says Ell-

wood.
TSB is in effect operating an

operational structure some-
what similar to that of its

rival, Midland Bank, which
announced plans early this

year to transfer routine pro-

cessing functions to regional

“factories" so as to free up
space and staff in individual

branches to engage in a stron-

ger selling rote.

It is a strategy which con-

trasts markedly with that of

the large clearing banks, other
than TSB and Midland, which
tend to be sceptical about the

degree to which the processing

of accounts can be hived off

from branch operations.

To the TSB, however, the

over-riding «un is to cut costs

and achieve the tight manage-
rial focus the h«wk has lacked

until now. The reaction of its

longer-standing customers,
used to a slow-moving and
highly local branch operation,

to these changes can only be

guessed. Some observers
believe TSB may be pulling up
its roots too soon.
However, the changes are

dictated by urgent priorities.

According to Ellwood, the

restructuring should drive

down the bank’s high cost/

Income ratio and help boost

the «rmnal growth rate and
pre-tax profits. “The intention

is to make TSB’s return on
capital equal or better than
that of our competitors,” he
says.

The future of the bank as an
independent hangs on his abil-

ity to achieve these changes
within a relatively short period

of time.

Management
abstracts
Automating the last frontier,

the sales force. T ®*™J®*j*
Business Marketing (US), May

89 (2 pages)

Pinpoints some dHBcumas&
introducing computer systems

for sales-forces, such aa their

cost, the computer illiteracy of

the salespeople, and incorrect

assumptions as to their func-

tion. Citing work of two Har-

vard professors, notes that

salespeople can be reluctant to

share information, and - from

{in example at Sandaz Pharma-

ceuticals - stresses the MM
to show reps that computers

are not a threat but offer read

benefits-

When the popular does not

anneal: PC preferences, D Bar-

rett in Computer Weekly (USX
IS May 89 (2 pages)

Reports the results of a sur-

vey of PC hardware and soft-

ware popularity, finding that

the most common machines
and packages did not provide

most user satisfaction, eg

DBase is the database package

most respondents would buy
even though it came second-

last in user satisfaction.

Attacks the training offered by

PC suppliers.

Halving it all: parttime pro-

fessionals, 5 South in CA Mag-
azine (Canada). June and Ad
89 <18 pages)
A two-part article which

recounts the experiences of

professional accountants, espe-

cially women, working
part-time for firms so that they
raw meet other commitments,
especially family ones; shows
how flexibility can be built

into work practices so as to

avoid stress and enhance pro-

ductivity.

Now service businesses mast
wiamifpB quality, G DeSouza in

The Journal of Business Strat-

egy (US), MaylJunSS (4 pages

)

Defines a strategic view of

quality in the service sector as
“performance perceived by the

customer, measured relative to

the competition, and balanced
against price to provide value”;

offers guidelines for achieving

competitive advantage through
service quality by designing
the service to create lasting

customer relationships, being
different from the competition,

and by measuring and control-

ling quality performance.
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TELEVISION

Sex, lies and violence: whose choice is it anyway?

Most viewers will probably Eton is chock-a-block with sex and vio- the RTL-V service Altering through This goes completely against the women are different: tb

be surprised to hear that Fence . . which illustrates one of mg dish . If the soft pom ever was grain of current television since the concern in this axes is em
the people at BBC2 now the biggest difficulties in even begin- there it is not now. presenter, the eponymous Mr Whale, mitment and stability,

fed the time has come mw to discuss the subject. By repeat- Rupert Murdoch's Sky Movie Chan- behaves as so many heterosexual men long-term stable relatMost viewers win probably
be surprised to hear that
the people at BBC2 now
fed the time has come

when - hate in the evening - they
can show, without prior announce-
ment of their intentions, clear images
of anal intercourse, fellatio, and mas-
turbation; and not only these acts
Mug undertaken separately, but one
striking picture of a trio managing to
perform all three simultaneously.
There is, of course, one piece of Infor-

mation missing: all the people
Involved were men. The pictures were
produced by artist Philip Core who
died last week of AIDS. Yon know,
and I know, and the Mode who ran
BBC2 and The Late Stum all know,
perfectly well, that if this had been
heterosexual activity the pictures
would not have been transmitted.

But television is now bending over
backwards so for In its determination

to counter what liberal broadcasters
see as the “homophobia” of the tab-

loid press that they have reached the
grotesque situation where they are
willing to show on screen vivid por-
trayals of the sort of sex which most
viewers regard as distasteful, if not
positively perverted (and opinion
polls would doubtless show that most
people do regard such homosexual
practices as “perversions") while con-
rtnnfap to turn their firmly on
images of the sort of sex most viewers
regard as normal and pleasant
Over the years this column has

railed against the repetitive violence
on television and. In dispiriting con-
trast, the virtual absence of sex. On
each occasion this has resulted in a
number at letters declaring “Thank
goodness someone else has said it, 1
thought I was the only one* but oth-
ers asking “Are you joking? Televi-

sion is chock-a-block with sex and vio-

lence . . which illustrates one of

the biggest difficulties in even begin-

ning to discuss the subject By repeat-

ing the lie year after year, a moral
minority, with twisted minds, has
managed to persuade a lot of people
that “sex-and-violence* go together
like Marks & Spencer, and should
both be treated in the same manner
ban'em.
But where Is all this sex? in every

other area of the arts, in feet every
area of human expression, sex has
always played a major part Through-
out centuries of painting, sex and reli-

gion competed fin* the number one
spot in the ratings (often being inex-

tricably combined: thousands of
splendid pal** nudes labelled “San
Sebastiano" decorate the walls of Ital-

ian churches). In literature, from
Chaucer and Bocacdo to Kingsley
Amis and Iris Murdoch, sex has
always been one of the chief topics.

Sex - and Z am not using the word
just as a synonym for “romance” or
“affection* but also tor quite explicit

physical manifestations - is often
central to opera, sculpture, and cin-

ema. Yet, despite the outrage of the
“sexanviolence* brigade, sex Is sel-

dom the subject of an entire television

programme, and occurs pretty rarely

even as an incidental element.

Popular belief has it that satellite

television entering much more sex
than the television we are used to,

and in the last few weeks a Dutch
channel called RTL-V has been
accused on the BBC1 programme
Heart Of The Matter, and in The Spec-

tator, at down-loading soft porn into
British homes. AH 1 can say is that,

search as I may, I can find only rock
videos and studio chat, the staples of
so much satellite programming, on

the RTL-V service Altering through

mg dish. If the soft pom ever was
there it is not now.
Rupert Murdoch's Sky Movie Chan-

nel has, very occasionally, shown
films such as 9h Weeks, Chimes Of
Passion, and Emannuelle IV, all «
which are about sex and contain sexu-

ally explicit passages. But they axe

few and for between, and my impres-

sion is that they are becoming fewer
and farther. Either ammunition is

being conserved for the opening battle

with BSB, or Mr Murdoch is moving
ever closer to the tastes of Ida friend

Margaret Thatcher.
On Saturday at LLOOpm MTV, the

24-hour pop video network also deliv-

ered by satellite, transmits MTV Erot-

ica, “a selection of those video dips
that are too near the knuckle to go
out during the day.* Yet 99 per cent of
tHfq looks wMiiHHwpriHTmhli* from the
other rock videos churned out day
and night The sole exception I have
found so far In hours of dedicated
hunting is a number called “IF I Could
Turn Back Time” by Cher, and inter-

estingly it is not so much the reveal-

ing outfit in which the lady struts her
stuff which is such a turn-on, but the
sheer exuberance of her sexuality: she
not only exudes sexiness, she exults
in it

Predictably enough this video was
picked up and shown by The James
Whale Radio Show, a bizarre produc-
tion which began at Radio Aire, in
Leeds, and then had cameras painted
at it by Yorkshire TV. Now, while dill

being broadcast on radio, it is simul-
taneously shown late on Friday
nights in many parts at the ITV net-

work and all the signs (from the
phone-ins, student gossip and the tab-

loid press) suggest it Is becoming a
cult

This goes completely against the
grain of current television since the
presenter, the eponymous Mr Whale,
behaves as so many heterosexual men
used to behave quite guiltlessly, in
the years before the New Puritanism
was ushered in by the feminists.
James Whale Is what feminists call a
male chauvinist pig: he has women
with classically proportioned bodies
cavorting around him while he is

chatting away at the microphone, and
he revels In material such as the Cher
video.

But this is notable precisely
because It Is so unusual. You have to
be mentally unstable to believe there

really is as much sex as violence an
television. Admittedly there has been
this bout of reverse discrimination
during the last few years which has
meant that, once in a while, usually
late on Channel 4 (most recently m
Signals which commissioned what
must, surely, have been the first bal-

let to feature “cottaging" as one of its

central elements) homosexuals, usu-
ally male, have been able to see a
^naii amount of material of an explic-

itness which would certainly have
prevented its appearance had It been
beterosexuaHy inclined.

Bearing in mind the Government’s
bungled television Aids campaign anri

the near-homophobic argument that it

is promiscuous male homosexuals
who really need to be targeted, it may
be relevant here to suggest that it is

not just mate homosexuals who have
a promiscuous appetite for sex, but
pwn in general; many men, anyway.
The difference Is that homosexuals
find it fairly easy to satisfy such appe-
tites because their sexual partners are
other men with similar appetites,
whereas heterosexual men have to
negotiate with women, and most

women are different: their primary
concern in this area Is emotional com-

mitment and stability. Hence the

long-term stable relationships of

many lesbians, which surely give the

lie to the idea that it is “homosexual-

ity” in general which is inherently

promiscuous. It Is not - but perhaps
men are.

Have you ever seen a television pro-

gramme which reflected this feet, or
- if you regard this as shaky theory
- a programme which explored such
theories? It is not unimportant in
terms of the human condition and
even the future of the human race.

Yet while we are allowed to have tele-

vision discussions about god or

money or violence, sex in 1969 is still,

virtually, taboo. The only place on
television during the last 20 years
where sex has been regularly consid-
ered both seriously and entertainingly

(certainly not in those po-faced fete

night counselling series) is in Dennis
Potter’s dramas.

Next Wednesday sees the start of

his latest, Blackeyes, and this time
Potter has not only written but
directed and provided the voice-over.

This column will be returning to the

work for proper consideration, but a

preview of Episode 1 suggests that

Potter Is just as ambivalent as ever
about heterosexual relationships -
but also just as entertaining as ever.

Would that he were not quite such a
television rarity.

By any sane reckoning sex is for

more interesting than City prices, yet

it is City prices which broadcasters

ten us about on the FT-SE Index, and
not sex. Why?

Christopher Dunkley

European Piano Competition in Luxembourg London Sinfonietta
f | 7be last thing the world needs,
m yon might think, is any more
m rnimteal competitions — above

-M- an, any more for pianists. The
latest of international Importance to
surface in Europe Is the hfarmiai Con-
cours European de Piano (November
3-16). which has just run its.course for
the second Hw; it does have a distin-

guishing feature which may be thought
to argue the case tor its invention.
Admission is reserved for pianists (30

and under) from EEC countries. The
early stages of the competition take
place in the cities of Kurirnihn and
Strasbourg, awri the final* in Luxem-
bourg (whence comes the generating
Tnfttai imytniqnB and the main back-
ing); the money prizes, substantial oiks
for candidates in the first four places,

are in ECUs, the cnmmmrity currency.
As, in addition, there are concert

engagements as put of the booty, tele-

vision exposure (the two final days
were broadcast live in several EEC
countries), and decent subordinate

'

prizes for thtrafeMtfbs

of the enterprise is not in doubt The
finals were held in the concert hall of
the glamorous, remarkably well*

' equipped new Luxembourg Conserva-
toire of Music; in company with the
Lnxembaurg K1L Symphony Orchestra
under Jacques Merrier, each of the four
playeda concerto oftheir choice and, as
Set-Work, the ifaaHng fawnfa-firnTn of
Manrlna nhima'g 1981 pfatin CQDCBrtOb

It’s never a good idea to judge the
' merits of any competition solely on the
experience at its finals i ith wonder,
however, whether so far the competi-
tion had totted to publicise Wwif suffi-

ciently widely across the entire commu-
nity - of the 28 candidates, 15 came
from France and the others from Ger-
many (5), Belgium (4), Spain (2), Italy

(1), and the UK (1) - or to attract the
' cream of the community’s young planis-
tic talent
The limitations of three of the four

finalists were emphasised, perhaps
unnaturally — performance under the
gkire' df' cameras Is always a

Thlbat' (JN&uAC ptt&tag-

Beethoven 4, placed fourth) and
Nathalie Jucbors (French, playing the
Emperor, placed third) both showed dif-

ferent sorts of musical sophistication

a genuine artistic “voice" - individual
in stamp, totally confident in utterance,
and possessed at real musical breadth.

QUEEN ELIZABETH HALL

incompletely matched by technique;
Komalla Ogorkowna {Belgian, playingKornaUa Ogorkowna (Belgian, playing
Chopin l, placed second), possessed of
massive force, agility, speed, and sta-

mina, showed an the sensitivity of a
threshing-machine.
Yet any competition which ends up

with a winner not just indisputable but
revealed as an important talent can be
said to have justified its existence after
an. Jonathan Plowright, the single Brit-
ish entrant (and, at 30, the second-old-
estX is a product of the Royal Academy,
and a pupn of (among others) Frank
WibauL His name has been encoun-
tered on the London pianlstic grape-
vine but this was my first opportunity
to hear him.
An four pianists dealt authoritatively

with the syncopations and post-Proko-
fiev flourishes of the Ghana; it was. in

.

Plowright's account of. the Emperor

The opening flourishes were tofcwn

lyrically, lingeringly, with fine detail
wisely savoured; throughout the con-
certo, and in spite of the mediocre
orchestral support (horrid, ill-tuned
woodwind), one felt the player’s desire
to expand his own and the listener's
hflriMWiq to nwfeh the scale and the
structure of the music. The sound had a
quality of limpid coBcetitnitinn, a crys-
talline focus, that compelled attention;

the dynamic range was beautifully
wide, and thus (in contrast to Ogor-
kowna’s indiscriminate thundering) the
rihnacHn peaks gained their full mea-
sure of dramatic power.

On this evidence along Plowright not
only, deserves, but the maturity to
Hawdte, a significant career. The Euro-
pean Piano Competition can take pride
in having helped to propel it forward.

John Adams is this week’s
composer on the South Bank;
be 18 «m«hir*!ng two
with the London Sinfonietta,
winch introduce three at his
recent scores. Since Nixon in
China was first staged in Hous-
ton two years ago Adams’ pop-
ularity has burgeoned on both
sides of the Atlantic. His
orchestral and choral pieces
have infiltrated the most con-
servative establishments and
he has come to represent the
“fun“ side of minimalism,
offering a carefree amalgam of
styles in which rock and jazz
references, imn»ilHi«lRte« and
expressionism are bound
together by a remorseless

JSfalappert

TRICYCLE THEATRE
Christmas comes betimes to
Kilbum’s Tricycle Theatre
with this strange little fable

from Nigel Williams which
m^ds Eke a cross between
Through the Looking Glass and
a customised nativity play. The
baby is not barn but found —
in a tissue box on the banks of

a canal, by a young couple who
belong to the great oppressed
of Thatcher's Britain.

Sam (Robert Pattereon^s a
glum young Irishman. Jenny
(Siobhan Finnaran) a bereft

young Northerner. They are
beholden to the only person
who would take them in - a
gibbering shun landlord (NabQ
Shaban), who juts Mzarrely
from a wheelchair, bolds rent
scrolls between his toes and
goes into an apoplexy of indig-

nation every time anyone men-
tions tte word “kind”.

By surrounding his two
characters with a stagefal of

caricatures wnnamn holds a
distorting looking-glass up to
the values of the 1980s: if Mr
Petersen represents the false
logic and grudging humanity
of the capitalist, his wife - a
beautifully caustic etching
from Tina Marian - embodies
the phony enshrinement erf the
nuclear family, as she prances
around in a twin-set of red
roses on green to match her
domestic wywitrwywnta.

Nor are they the only obsta-
cles that the young couple
have to negotiate In their
attempts to legitimise their
parenthood: in a series of more
or less successful scenes they
come fece to boot with official-

dom (a giant figure on stilts),

eviction (two bruisers in leath-

ers «"d ahades) and their own

wino who cSaimiM^be the
mother of the foundling.

Wfifiams’ purpose Is not sim-

ply a repetition of familiar
satirical formulae: he is trying
to reach past the truisms to a
modern manifestation of
redemption, which takes on
board intellectual as wen as
material alienation. "No cul-

ture, no faith, nothing"
mourns a lonely librarian who
is apprxfecbed to decipher a
Hebrew missive found with the
baby.
The biblical resonances of

the pby are continually and at

timn-g rihrmsPy underscored- —
curiously so, store the gist of

the story is dear enough. The
problem with both the play
jmd rthria Bond’s production is

that it cannot quite keep its

Tm«d above the tide , of its own

On Friday the programme
wfll include the UK premi&re of
his Whitman setting. The
Wound Dresser and the first

performance of 'Eros Piano,
Written for'Paul Crossley and
the Sinfonietta. Monday's con-
tained one Adams, work, the
half-hour Fearful Symmetries,

which seemed to epitomise
both the passing attractions
and severe shortcomings of bis
music. The title is all that the
work borrows from Blake’s
Tygen it is a machine piece of
Increasingly mewir? energy end
jolting modulations, attempt-
ing to win over its audience by
a M"d of aesthetic totalitarian-

ism - so much is pited an that

the ear cannot but surrender.
The stuff of Fearful Symme-

tries is a handful of rock beats
and Jazz riffs, the textures
those of big bands and a syn-
thesised gloss. What it lacks,
apart from any dfarrimlnatinn

In its choke of sonorities is

any sense of affection for its

subject matter. The humour
wishfully evoked In the pro-
gramme note seems mirthless;

the times are drained of senti-

ment and vitality, and fed into
the machine to be ground-
down to a mMiiiiigiftsii' pap.'
Adams has written more con-
vincing works than this but
none mat reveals so expertly

the vacuity of his style.

Around his own music
Adams has placed scores by
his Harvard teacher Leon Kir-

chner. and to first

pieces by Part and Feldman.
Kfrchner’s thoroughly crafted,

Schoenbergian Musicfor twelve
sat uncomfortably alongside
the brands of minimalism
exemplified by Part’s Tabula
Rasa (not the rapt experience
to the Elizabeth TTall it can be
in a more airy acoustic) and
Feldman’s The Viola in my Life
II to which Paul Silverthome
wrung every drop of eloquence
from the solo part. Yet all

three composers served to
draw attention to the sensory
and spiritual deprivations of
Fearful Symmetries. Feldman’s
infallible ear for texture and
colour, Pirt’s awareness of
'music's potential for enchant
Ment, and KKrcbner's sense of
stylistic integrity, all offered
Adams salutary lessons.

Andrew Clements
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Don Carlos in Vienna

Claire Annitstead

:
:

At- ;*

The first Verdi opera Claudio
Abbado conducted was Don
Carlos at Covent Garden in
1968 and it win be with Dan
Carlos and Wozzeck that he
returns in April 1992 with the
Vienna State Opera. The pro-
duction that London wUl see,

using the full 1886 five-act ver-
sion to Italian, was recently
given its tnitfai run to Vienna
(the first night was broadcast
live on Radio 3).

There could be no better
fflustratiem of Abbado’s gifts as
an inspirational force to large
scale musical enterprise. He
possesses an instinctive under-
standing of the heart of Don
Carlos, maitmtafag the music’s
expressiveness through his
ability to “centre” each scene
between Verdi's dramatic and
lyrical extremes. There wereRobert Patterson and Nabil snaban
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THEATRE

Freehand
delivery
service

Anything GoesCPrtoce Edward).
Cole Porter’s silly ocean-going
1980s musical has four or five

marvellous songs and'Elaine
Pa£ga faffing to emulate Ethel
Merman. Jerry Zak’s desperately

Free hand
delivery service

for all subscribers
who work in the

business centres

of

bright production comes from
the tiliKyntn Center to New Yak
arrfk-rmteiwwiWng mniimgN
time fare <734 8951. cc 896 2438).

A Ufa to theTheatre fHaymar-
ket). Slight but enjoyaMeDavid-
Mamet early play angHntsed to

reflect the last (toys of weekly
xep and notable for the return
to the stage of a sDklly accam-

LISBOA
AND
PORTO

lott (900 9632). Ends Dec 2.

Jeffrey Bernard Is Unwell
(ApoDo). Brilliant performance
by Peter OToofe aa an alcoholic

journalistwho embodies a Fair

etaffbm, nay-saying life force
grfwln wmnmttmp grrlrfito

Vale. Albert Finney plays father
and concert pianist son across

85 yean, suggesting that takmt
Is a means of escape and a rea-

son far not going back. Janet
Suzman and Sara Eestehnan
are electrifying hi support (867

EWte%(Stafls8lnj) Peter
Egan has taken over from
Anthony Hopkins as the tortured
diplomatic hero in a Peter Shaf-

ta-styte “spectacle of Haas"
'

dressed up in John Dexter’s
superb production as a metaphor
of homosexual Ufa. Thptransvre-
tite tragedy proves less electrify-

ing than in New York; the play

is not very good taut still worth
seeing (379 5389).

Aspects of Love (Prince of

Wales). Andrew Lloyd Webber’s
latest is an intimate chamber
operetta derived from David Oar-
nett’s 1955 novella. Musically

the descent into madness of Bob
Gunton as the demon barber
of Fleet Street (239 6200).

Lend MS a Tenor (Royale). A
sprucing up in the set of a decay-

ing town’s Ug opera ambi-
tions Triwtraw g transatlantic Mt
of tiil.t farce, first produced in
London, but now with a local _
cast led by Philip Bosco and Vic-

tor Garber (239 8200).
Jerome Robbins* Broadway
(Imperial). Anyone attracted by
Hw nnHwi n/ a three hours Of

film trailer previews will adore
£tds compendium at Robbins'
directed and choreographed
plays of the past 40 years, imdud-

togOn the Town, West Side Story
and gypsy- The lustre of the
cwnHfew in iBnmwd by the brevity

of each piece, wifo a contempo-
rary crew of Broadway aspirants
ahn lnrit tha mnltUtalants that

Leg Mia&nhtes (Broadwire). The
magnificent spectacle of Victor
Hugo's majestic sweep of history
and pathos brings to Broadway
lwmnmi m pageantry and drama

new adaptation by Tom Creamer
promise to refresh the familiar.

Bods Dec 30 (443 3800k

Me and My GW (Marquis). Even
If the plot turns on hunk: mim-
icry of Pygmalion, thin is no clas-

sic, with forgettable songs and

0 Lisboa
887844

stitcheda fine play, the season’s
highlight, from Bastard's own
wSftNed Sherrto directs (487

by Trevor Nunn, a cast of

unknowns project the right sense
of sybaritic tnenu'rianca. A proha-

bte, but ungpeetaeular, hit (839

5872).

Now York

And ask

Roberto Alves
for details.

A Uttfe Musk (Ptecadflly).

Fine revival tor ianJfudgeJxn- ,
ported from Chichester, of Sond-

hdm’s 1973 schfegobeis version

ofs Bergman fibn. A beoutiflil

score, composed mostly In waltz

HeMi ChrmticteH (Plymouth).

Wendy Wasserstein’s award-win-
ning drama covering 20 years

tothe Ufe of a successful Ameri-

can baby boomer goes from sup;

fla Kedrova, Dorothy Tutitt

bestwok to years). Peter

w»T-

Rmnnui k (Rmwithnrstt Neil

Simon’s lafaw* comedy is a sdf*
i*mwhw farce, with numerous
risnuning doors and lots of mug-
gtog but hoDow humour that

mi88fis as often as it hits. Chris.
tin* BanmaiH leads ah ebullient

cart to the Inevitable but disap-

pointing hit

Cats (Winter Garden). Still a
seU-otit, Trevor Nunn’s prodno*

tkm of TJS. Eliot's children s

poetry set to music is visually

startitagand eboreograqddcally

ric, with forgettable songs and
dated leadenness in a stage full

of characters. It has nevertheless
proved to be a durable Broadway
hit (947 0038).

ML Butterfly (Eugene O'Neal}.
The surprise Tony winner for
1988 is a somewhat pretentious
and obviOUS medftatinn on the
true story of the French diplomat
whose longtime mistress was
a male Chinese spy (246 0220).

Phantom of the Opera (Majestic).

Stuffed with Maria EBamsan’s
gilded sets. Phantom rocks with
Andrew Uoyd Webber's haunt-
ing nwifufag in thin mega-brans*
far from London (2® 8200).

FINANCIALTIMES
iubwhuiimiihimiw*

nled by the musical and emo-
tional flavour of the period (239

(8671118).
AnnHmr Time (Wyodhsm’s).
New Ronald Harwood play,

directed by Btoah Moahimky,
about a white South African fiunr

fly toCape Town and Maida

SweateyTodd (Circle in the

of the Sondheim-Wheeler znarical

fa contrast with the elaborate

A Chorus line (Sfaubert). The
bwfpate-rmning musical in the

DS has not oily supported

Joseph Papp’s Public Theater

for right years hut also updated
the musical genre with its back-

stagestory in wtridh the eouff
are aa auditions rather than
emotions (238 6200X

Chicago
Driving 90ss Daisy (Briar
Street). The touebtog relation-

ship between a dowager,-played
fa this production by Dorothy
Loudon, and her bfeck chauffeur
exposes the changes in the South
over the past several decades
(3484000).
Steel Magnolias (Royal George).
Ann Francis and Mazda Rodd
play the leads in this view of
southern Hto from under the dry-
ers tn a busy hairdressing estab-
hsbment (988 9000X
A Christmas Carol (Goodman).
For the 12th year, the Goodman
company does its holiday thing,
with William J. Norrisas
Scrooge for theUth year, fait

a new director, Steve Soott, and

Tokyo
Kabobi. At Kabuki-za (541 3131):

an opportunity to see two of the

best-loved classics of the tradi-

tional theatre. The 11am pro-

gramme Includes Sonezaid
&diim (Double SuicMe at 9one-

zald

X

based on the moving pup-
pet drama by the "Japanese
Shakespeare", Chikamatsu. The
highlight of the 4J0pm pro-

gramma is Snkeroku, whose
swaggering hero performs a

famous dance with an umbrella.

At the National Theatre (365

7411): Reigen Kameyama Boko
(iGhost Turtle Mountain) Is a dra-

matic and spectacular tale of

murder and revenge.

The Rose of Versailles. A must
far connoisseurs of kitsch. The
all-girl Takarazuka Revue cele-

brates its 75th birthday by reviv-

ing its famous romantic musical
set to 18th century France. A
pErtt onmmary In BngHah fa

printed to the theatre pro*

gramme. Takarazuka Theatre
(201 7777).

Koknnsenya Gassen. New play
by Hldekl Noda, with a title

drawn from a famous puppet
play by Chikamatsu. Nbda’s

1

work has tremendous visual flair

and can be enjoyed by those with
no or Utile knowledge of Japa-

nese. Ginza Saison Theatre (6478

Deadxe Dudes* the EhttS. Eugene
O’Neill's powerful drama about
human values and property val-

ues should strike a chord to the
city with the world's most expen-
sive real estate.

Hakuhtofeaa Theatre (944 6451). ,

countless luminous touches
without a hint of ostentation
or any sacrifice of the larger
design. With the Vienna Phil-

harmonic at its most sensitive,

the performance bad a classi-

cal, darkly-coloured grandeur.
The staging; by Pier Luigi

Pbni, provides a broad pictorial
framework for the music: be
leaves the principals to their
own devices, marshalls the
chorus conscientiously and
relies on costume-drama and
strength of numbers for the
auttHtafL The result is bland,
with the occasional distinctive
touch of stage composition and
romantic colouring. The Fon-
tainebleau act suffers most,
with Cartes having to sing "lo
la vidi” to front erf a vacant
drop-curtain. For the rest, the
main stage feature Is a row of
iron grilles, evocative of the
strict, oppressive court atmo-
sphere of 16th century-Spato.
The setting works best in the
first part of Act Four, with
Philip’s lonely aria and con-
frontation with the Grand
Inquisitor, accompanied by a
flickering background hoarth.

Such a staging plays to the
individual strengths and weak-
nesses of the cast Luis Lima is

the title role seemed out of his

depth. The balance of the cast-

ing would have been better if

the heroine had been a
younger soprano than Mirella
Freni, whose matronly Elisa-
beth was deprived of her for-

mer vulnerability and vocal
ease. The arrival of Renato
Bruson as Posa in Act Two
Immediately raised the temper-
atone of the stage performance.
In a youthful wig and black
leather tunic, Bruson cut a
noble figure, making this
another of his distinctive Verdi
baritone portraits. Philip was
sung by Ruggero Raimondi -
not as vocally imposing as
some of his other achieve-
ments, but rising to the chal-
lenge, including that of the
superb bass counterpart, Ana-
toly Kocherga, in the scene
with the Grand Inquisitor.
Kocherga, another talented
Russian singer snapped up in
the West, resembled the godfa-
ther in disguise with teeth like

fangs and a physique capable
of dwarfing even Raimondi.
Agnes Bahsa, a great favourite
in Vienna, sang Eboli with
characteristic dlan, and
Gabriele Sima was the charm-
ing Tebaldo.

Andrew Clark

SALEROOM

Christie’s was selling orders,
decorations and campaign
medals yesterday that reeked
of national heritage. They
tanged from the Garter Jewels
of the Beaufort family; to the
medals awarded to Chariots of
Fire hero, athlete Harold Abra-
hams; to the VC won by an
ancestor of Lord Gowrie, Euro-
pean chairman of Sotheby's.

The Somerset Trust, which
looks after the Beaufort affairs,

was selling the jewels to pay
Off capital tavpa nm the estate

of the 9th Duke of Beaufort It

raised £234*203, about what was
expected. The top price was the
£46,200 paid for a Garter of
around 1650, which was possi-

bly owned by Price Rupert of
the Rhine. It consisted of a
Lesser George, the name given
to the Garter Jewel introduced
in the 15th century, over 100

years after King Edward m ini-

tiated the Most Noble Order of
the Garter in 1344 to enthuse
his nobles with Arthurian val-

our to fight the 100 Years War.
This particular Garter Jewel

was much changed in the 18th
century. It was on show at the

Treasure Houses of Britain
Exhibition in Washington in
1985 which has subsequently
led to a rush of precious heri-

tage items being sold abroad.
The dealer Armoury, St
Jam sea’, paid £41,800 for a
Lesser George of the late I8th
century, probably made for the
5th Duke of Beaufort, and
£23.100 for another Lesser
George, which, once again,
might have belonged to Prince
Rupert, etc.

The medals of Harold Abra-
hams are rather like Hamlet
without the Prince since bis
Olympic Gold medal was sto-
len over ten years ago. Bat
Mohammed El-Fayed, one of
the brothers who owns Har-
rods, paid £25300 for his CBS
and many athletics prizes, over
twice the estimate. He can
afford the purchase: he
invested $4m in Chariots of
Fire.

Lord Cowrie’s grandfather
won the VC In 1898 in the
Sudan. With other decorations
it went for £60,500.

Antony Thorncroft

v
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THE LONG LIST of legislative

proposals outlined in yester-

day's Queen's Speech could be

taken as an indication that for

the time being at least the Brit-

ish Government is back on the

rails. Three middle-class
domains - medicine, the law,

and broadcasting' - will be
tackled head-on. The economic
liberalisation of the latter two
is to be welcomed, although
there may be doubts about
details of the Broadcasting and
Courts and Legal Services Bills

when they emerge. The envi-

ronment will be the principal

subject of more than one new
tidylng-up and pollution-con-

trol measure, all of which are

welcome, although they merely

.
precede the 10-year strategy for

the environment that the Min-
ister, Mr Christopher Fatten,

has promised to produce.

In all there are to be at least

15 major bills, of which not a
few will be contentious while

at least two - the proposed
restructuring of the National

Health Service and the cre-

ation of student loans - may
be especially unpopular. The
overall effect, it may be
argued, is an affirmation that

the Government is keeping its

nerve, in spite of the Labour
lead in the opinion polls.

Reforming spirit

On closer inspection, how-
ever, it is apparent that there

is no fresh Impetus to the radi-

cal reforming spirit of the
1980s. The Speech contains no
great surprises. Instead, there
is a list of familiar matters
that, in the Government's
view, remain to be dealt with
by parliament in advance of
the next general election. This
is the least that might have
been expected. Since the mea-
sures proposed yesterday have
been signalled in advance, the
Government was faced with
the choice of moving ahead on
its predetermined lines or sub-
jecting itself bo the accusation
that it was in abject retreat.

Plainly, it is not
It does, nevertheless, face a

very difficult political year.
One reason is that the eco-
nomic outlook is bleak.
Another is that the political

effect of unpopular measures
enacted in previous parlia-
ments will begin to he felt.

Water privatisation is one
such: the share offer may be
welcomed by investors, but the

opinion polls indicate that it is

not an electoral asset The poll

tax now looks likely to lose

votes far the Conservatives, in

spite of the Treasury’s agree-

ment to subsidise its introduc-

tion. Above alb high mortgage

rates demonstrably turn away
votes.

On die attack
As a result the Opposition is

on the attack. This was evident

in the House of Commons yes-

terday. The parliamentary
debate that traditionally fol-

lows the Queen’s Speech was
the first to be televised: it

showed both the arcane prac-

tices of the British House, with
which few viewers are familiar,

and the skills necessary for a
head-to-head presidential elec-

tion debate, whose US versions
have been seen in most parts

of the globe. Mr Neil Kinnock.
the Labour leader, was in
excellent TV form, hardly stri-

king a wrong note. He put his

message to the cameras with
skill. The Prime Minister was
not at her best in an immediate
combative response, but she
showed her most outstanding
qualities, and a smiling cour-
tesy, when delivering her pre-

pared address. Mr Kinnock
concentrated on the Govern-
ment's handling of the econ-
omy and its isolation inside the
Commonwealth and the Euro-
pean Community; Mrs
Thatcher restated her known
positions on both the forthcom-
ing legislation and Britain’s
role in the EC.
The effect of these TV perfor-

mances on the electoral for-

tunes of the two contending
parties remains to be seen. It is

unlikely that many viewers
were able, or willing, to watch
both Mr Kinnock and Mrs
Thatcher complete their
speeches; much may depend
upon the bits selected for later

retransmission. Yet only the
tiny minority of the electorate
that visited the Commons
win have seen anything like

yesterday’s exchanges. The
ability of the Government to
keep to its present course may
be tested by tile arrival of TV
in the Commons. Its conduct of
the next election will almost
certainly be tailored by the
presence of the cameras. More
than ever, the fate of the Gov-
ernment will be decided in
what is already a television
election campaign.

Africa
in distress
IF THE 1990s are to be better

for Africa than the dismal
1960s there has to be substan-
tial external assistance, says a
World Bank report published
today. But there must also be
farther reform in African poli-

cies and, equally important,
African politics.

Compassion fatigue is set-

ting In. The superpower disen-
gagement from Africa could be
a mixed blessing, reducing con-
flict on the one hand, but push-
ing the region down the
agenda of strategic concerns,
which too often determine aid
levels. Eastern Europe’s needs,
which strike a particularly
sympathetic chord in the West,
are virtually certain to take
precedence over Africa's.

There is a strong case that

aid flows to Africa have been
inadequate, and that not
enough has been done to ease
the continent's debt burden.
But the question also arises
whether Africa's leaders have
made effective use of the help
that has been available. The
record suggests that many of
them, presiding over authori-
tarian political systems as they
do, are incapable of implement-
ing economic reforms honestly.
After all, such reforms would
end much of the patronage and
corruption which keeps them
in power.

Democratic reforms
The Bank report suggests

that, without political change,
economic reforms will be less

effective and additional aid
more difficult to raise. The
implication is that future assis-

tance to Africa should in some
way be linked to democratic as
well as economic reforms - a
condition the European Com-
munity is already setting for

eastern Europe.
The report, one of the most

thoughtful and challenging
studies of sub-Saharan Africa
produced by the Bank or any
other institution, makes dear
the scale of the African crisis,

and the size of the region’s

needs. The assessment of
Africa's progress and prospects

is bleak indeed.

Overall, Africans are almost

as poor today as they were 30

years ago. What the Bank itself

describes as an ambitious tar-

get of 4 per cent annual eco-

nomic growth in the 1990s -

barely ahead of population
growth - will provide only a

modest improvement in living
standards.

Africa's share of world trade
has fallen from 3 per cent to
less than 1.5 per cent since
I960. Rapid population growth
- higher anywhere in the
world - is straining social ser-

vices and boosting unemploy-
ment The cost of investment
in south Asia, the obvious com-
petitor for concessional aid. is

lower and tbe returns much
higher, which illustrates the
uncompetitiveness of Africa.

Donors criticised

Blame for this dire state of
affairs is fairly allocated in a
report which criticises donors
(including the World Bank
itself) and recipients alike. For
example, a 1987 study disclosed
that half the Bank’s rural
development projects had
failed. The “venality" of for-

eign contractors has contrib-
uted to corruption. The Bank,
by far the most important sin-

gle donor, is no longer as
inflexible as it once was and
encourages consultations with
other donors and African gov-
ernments.
The validity of the Bank’s

structural adjustment pro-
gramme. disputed by some
donors and recipients, is

defended in the Bank report
Although maintaining the Con-
troversial assertion made ear-

lier this year - that the econo-
mies of countries
implementing structural
adjustment policies are
starting to recover - the Bank
is responding to Its critics.
More attention is paid, for
example, to the impact of eco-

nomic reform on the poor and
the vulnerable.
But what stands out in the

analysis of Africa's woes is the
“crisis of governance" marked
by the absence of a free press,
a representative legislature, or
an independent judiciary and
“the appropriation of the
machinery of government by
the elite to serve .their own
interests.” For donors to link
aid to remedying these short-
comings might be condemned
as infringing sovereignty and
would certainly raise questions
of practicality. But the issue
should not be evaded. As the
Bank itself warns, tbe willing-
ness of the donor community
to tolerate corrupt systems and
practices only aggravates the
malaise.

India has reached a watershed at today’s election, argues David Housego
s campaigning has wound
down In India's general elec-

tion campaign, there has
been an almost tangible

sense of expectation that this week’s
vote is the prelude to fundamental
changes in the country.

The Congress party and the Nehru
family have only been defeated once
In India's post-Independence history.

That was In 1977 and reflected a spon-
taneous and angry reaction to the two
year Emergency role of Mrs Indira
Gandhi. On this occasion, the now
widely expected defeat of Prime Min-
ister Rajiv Gandhi could be accompa-
nied by the break-up of the Congress
party and a major realignment of
political forces.

Inevitably such an outcome heralds

a period of considerable uncertainty
after the election. But there is also

the prospect that the change could
bring to power a more broadly based
administration drawn from a stronger
ministerial team, and one more
acceptable to increasingly vocal
regional sentiment in the country
than the single handed rule that
Prime Minister Rajiv Gandhi's gov-
ernment has come to resemble.
When Mr Gandhi sprang his sur-

prise on October 17 of announcing an
early general election, most political

observers believed it would be a dose
run contest. For a campaign that
seems to have been so influential in
shifting public opinion — or In articu-

lating feelings that remained unspo-
ken - it has been a scrappy affair.

Mr Rajiv Gandhi has run an almost
solo campaign for the Congress party,
dash ing across the country by nTanp
and helicopter, but failing to focus the
limelight on hfrwapif as the only credi-

ble national leader. Mr Vishwanath
Pratap Singh, the leads: of tbe Oppo-
sition and the most likely next Prime
Minister, has stuck to the highways
and byways of the Northern Hindi
speaking states of Uttar Pradesh and
Bihar - thus leaving a massive bur-
den of electioneering to his colleagues
as though to prove the seriousness of
his intentions to introduce a more coir

legiate form of govermnaiL
Though the campaign has thus

been more low-key than had been
expected, certain clear trends have
emerged. The most marked has been
the rejection of Mr Gandhi himself.
Five years ago as a symbol of youth
and reform he carried the Congress
party to Its greatest victory in the
wake of Mrs Gandhi's murder. This
time he has born the brunt of disap-

pointed expectations over a host of
issues from rising prices to corrup-
tion,the spread of violence and the
erosion of the country’s institutions.

The impact of this trend has been
unevenly spread. In the south and in
the western state of Maharashtra, the
Congress party looks as though it

could hold up wen. But the silent, and
often sullen crowds that have met Mr
Gandhi in the northern Hindi speak-
ing belt reflect all the problems that
he has in engaging with village India.

Even much cf the country’s middle
class - which has benefited moat
from his administration - seems now
eager to see him go.

A second trend confirmed by the
campaign Is the long term crumbling
of the Congress party. This began
under Mrs Gandhi when she cut the
roots from under local party organisa-
tions by shifting the appointment of
officials and candidates from them to
the party Presidency. The party’s
troubles were concealed by the wave
of popularity that swept Mr Gandhi to
power in 1964. But with the Prime
Minister's star in the decline they
have resurfaced in this campaign in

the squabbles between the national
and regional leaderships; in Mr
Gandhi's failure to replace sitting

MPs with new faces because of his

fears of internal revolt; and in the
difficulties the party organisation
had in getting its show on the road.

a new
inning

label if emerged would in soto ways

be a return to the Congress oC Jawa-

barial Nehru, with a more collective

style of leadership anda^ffita
power from the central government to

the states. It would mean that minor-

ity parties like the Marxists ami the

BJP returned to their rote of Opposi-

tion on the left and right.

But whatever its attractions sucha

realignment would be a lot mere diffi-

cult to achieve than might appear on

the surface. Though the leadership of

the Janata Dal, the mam constituent

of the Front, and the party ted by Mr

Singh, has much in common with

many Congress members, they are

also divided by personal {mimorittos

and rivalries. There would have to be

difficult discussions over posts, foer-

archy and patronage before any

realignment could take place.

Political manoeuvring in the after-

math of the elections will focus on

exploring these possibilities. But
whichever way tbe dice fall, India is

bracing up to the prospect of a coali-

tion government. The only coalition
the country has experienced to date

was the Janata coalition of 1977 which

broke apart within two years. But
there is no inherent reason why coali-

tion. gniwwwnwit should Call this time.

A National Front led coalition

would come to power having survived

the rigours of a difficult period erf

In Mr V.P. Singh himself;

Mr Rajiv Gandhi deft) and Mr VJ>. Singh

The third trend to emerge has been
that the Opposition parties which
together have regularly polled more
than the Congress have found a way
to defeat it in 1977 the Opposition
parties joined hands in spontaneous
protest against Mrs Gandhi's Emer-
gency rule. This time their tactical

alliance has been longer in hatching.
The real achievement of Mr VP.

Singh has been in mapping out a
strategy over two years ago - involv-

ing a merger of the centrist groups,
an alliance with the regional parties
and then seat aim ring arrangements
with the Marxists on the left and the
miHfamt Hindu BJP party an the right
- and then holding this disparate
band of partners together. The acid
test of their unity - and the real

turning point in the nampalgn — was
their unexpected agreement to put up
only one candidate against the Con-
gress in almost 400 of the 527 constitu-

encies being contested. One opinion
research group believes that they will

thus win a "bonus" of some 60 seats.

A final trend to emerge Is the
breakthrough being made by the BJP
which has benefited from the strong
growth- in-ffindu-fomdamentalism in
recant years. Against the background
of increasing violence between Hin-
dus and Muslims this is potentially
the most worrying trend for the
future. From only two seats In the
last Parliament, the BJP could now
win over 60. In the short term their

goal is to be a powerful lobby within
or outside the administration. But
over the longer term Hindu funda-
mentalists undoubtedly hope to form
the government themselves.
The shape erf the new political land-

scape win only become clear once the
frill results of the election - stag-

gered over three days - are available

on Sunday or Monday. But some of
the contours are already emerging.
Unless the opinion poll forecasts

and the internal forecasts of both the
Opposition and the Intelligence
Bureau are drastically wrong, the
Congress will be in no position to
form a government on its own. The
upper readies of forecasters’ expecta-
tions give it about 240 seats cf the 527
befog contested which would leave It

Whichever way the dice

fall, India is bracing op
to the prospect of a
coalition government

the largest single party but sharply
reduced in size from the 415 seats it

won in the last Parliament. It will be
well nigh impossible for Congress to

achieve a majority.
The further Mr Gandhi slips below

the 200 mark, the more his own posi-

tion as leader of the Congress is hkaly
to come under challenge — and tiw
greater the risk thattne party will

split. Already there are signs of dis-

gruntlement in Maharashtra, the
state in which Congress is likely to
win the most seats, but where the
Chief Minister, Mr Shared Pawar,
feels that Mr Gandhi tried to under-
mine him in the of candidates.
The most likely outcome is tints

that the National Front led by Mr V.P.
Singh will be asked to form a govern-
ment With possibly 200 seats in the
new Bouse, it wiB be in no position to

do this on its own. Three courses then
seem open to it The first would be to

form a minority administration that
looked to support from outside the
administration from the BJP arid the
Marxists, both of whom could have
over 60 seats. This would be a recipe

for instability.

The second would be to draw the
BJP into the government - though
Mr VJP. Singh has consistently dented
be would do so. As Mr LX. Advani,
the leader of the BJP, has made clear,

the party wants to enter the govern-
ment and expects to be asked. The
attractions of such a move for Mr
Singh is that it could help absorb and
murbwiiw thfl Tflmtn ftmriamwitnHatn.

For though the BJP has grown on the
back of Hindu revivalism, some of its

leaders, its supporters In backward
states like Madhya Pradesh and even
those easting their vote for it in Delhi
as a way of rejecting the Congress,
are not fundamentalists.
The third course - more a medium

term prospect than something that
would occur in the immediate after-

math of the ejection - is of the Con-
gress splitting and of a realignment
that would bring together the
National Fronts and chunks of the
existing Congress party.' This Is

dearly the favourite scenario of Mr
V.P. Singh and his principal
lieutenants, most of whom were min-
isters under Mrs Gandhi or her son.
The attractions cf such a move are

that it would reunite many former
members of the Congress who quit
the party because cf their quarrels
with the Nehru family. It would lead
to the formation of a more broadly
based centrist movement with stron-

ger roots in the regions than the exist-

ing Congress and with claims to be a
long term governing party.

Such a realignment under whatever

Finance Minister, Mr Arun
Nehru, a cousin of Mr Gandhi and a
farmer Minister erf Internal Security,

Mr Ramakrtehna Hegde, the former
Chief wftniwtw of warnataka and oth-

ers it has leaders of experience. It

would also reflect a sensible shift in

the balance of power from the central

government to the regions.

Mr Gandhi’s five years of increas-

ingly single-handed rule have shown
the advantages of a more broadly
based administration and more decen-
tralisation. The new administration
also would take power at a time when
the Indian economy seems to be mov-
ing towards higher long term growth.
None the less the difficulties are

bound to be immense. The Front con-

tains an unwieldy array of differing

ideologies and lobbies Including liber-

als, socialists, mandate, farmers, trade
unionists and plain populists.
Amongst its members are powerftii,

prickly local leaders like Mr Devi Lai,

the Chief Minister of Haryana ami Mr
N.T. Rama Rao, Chief Minister of
Andrha Pradesh whose main concerns
will be to satisfy their own constitu-

ents.
There are strong contradictions

within the alliance’s programme. Mr
VP. Singh is well aware cf the need
to curb budgetary and balance of pay-
ments deficits at a time when
recourse to fresh IMF borrowings
could be unavoidable. Tbe Front’s
programme promises remission of
debts to fanners.
There are bound to be conflicts as

well over the the clamour for compet-
ing resources between India’s new
aggressive middle class, which wants
liberalisation and market oriented
policies to continue, and the more
backward rural regions of the country
which feel starved of ftmda.
In deciding on his own future, an

important consideration for Mr
Gandhi will be his assessment on
whether the coalition can hang
together and for how long. Mrs
Gandhi made her comeback by driv-

ing wedges between the Janata part-

ners after 1977 and then campaigning
through the villages.

If he is defeated Mr Gandhi will
leave power without the base in the
Congress party his mother had and
without the immense respect she had
won as a politician- He will also be
handicanoed in wbiMkhing nwiw con-
tact by the heavy security protection
that now accompanies him and sadly
is likely to continue to do so. Many
people think he could step down.

The mimeographed
invitation notice from the
Japan-British Society in Tokyo
was typically British in its

understatement: “This year
we are especially honoured
to be able to welcome as our
guest H I H, the Crown Prince,
who"
our invitation and agreed to

talk on his studies in relation
to the River Thames.”

Last night. Prince Hiro, the
29-year-old heir apparent to
the Chrysanthemum throne,
duly appeared and delivered
to the society's annual dinner
a 25 minute speech on his

studies at Oxford three years
ago. Those who came - and
there was about twice the nor-
mal 250 turnout for such an
event, including many pretty
young ladies in low cut frocks
hoping to catch the eye of
Japan's most eligible bachelor
- were not disappointed.
The Prince recalled that his

interest in the history of trans-

portation (a suitably non-politi-

cal topic, as a former tutor

later remarked) began when
as a child he first discovered

the existence of roads. Having
lived a protected life in a
Tokyo palace, he had been
restricted in his movements,
and “a road was a link between
me and the unknown world".
At Gakushuin, the Japanese

equivalent of Eton, he studied
transportation systems in the
middle ages, and when tbe
opportunity arose to go to Mer-
ton College, Oxford as a gradu-
ate student, he planned to
investigate the same period.

But he quickly discovered that
his ignorance of Latin blocked
that path and so, with the help
of Professor Peter Mathias of
All Souls, his supervisor, and
Professor Roger Highfield, a
fellow of Merton, he settled

on the study of water transport
on the Thames in the latter

half of tbe 18th century.
The Prince talked nostalgi-

cally of walks along the
Thames with Highfield and
his discovery that records of

Observer

malt transport for brewing and
distilling were the most thor-
ough because of the Treasury’s
interest in excise duty. The
research was sometimes ardu-
ous because he suffered from
hay fever, “but I was very glad
to be able to inhale the atmo-
sphere of the period, some-
times with live dust”.
He recalled his joy in the

architecture of Oxford and
teased his cousin. Prince
Tomohito of Mkasa. a gradu-
ate of Magdalen and honorary
patron of the Japan-British
Society, about the design of
its chapel being based on that
of Merton. "If I keep on remem,
bering, I shall want to return
to Oxford," he concluded.

In fact, tbe word from on
high is that he will return
shortly to complete his doctor-
ate.

Wrong man
The awards won by Harold

Abrahams, the only English-
man to have achieved Olympic
gold In the 100 metres and
whose exploits were commemo-
rated in tbe film Chariots of
Fire, will shortly be on display

In the sports department of
Hatreds after they were bought
yesterday at Christie’s by
Mohamed Fayed for more than
£25,000.

However, although the mar-
keting benefits of the purchase
are readily apparent, the rea-

son given by Fayed that be
was inspired by a man who
put principles before winning
may be questioned. Actually,

it was the Presbyterian Soot,

Eric r.irifel), rather Hum Abra-
hams, who refused to run one
cf his Olympic heats on a Sun-
day and therefore had to with-

draw from the event
Fayed should know better.

After all, he himself invested
yam in the film. His son was
executive producer of Chaa-
riots of Fire as welL

Widmerpools
m Anyone who has read

Anthony Powell's sequence

erf novels, A Dance to the
Music of Time, has his own
WldmerpooL Kenneth Wldmar-
pool is tbe character who is

not much good at school, no
use at about whom
there Is always something
slightly out of place, yet who
goes on to surprise his contem-
poraries by his success in later

life. (Ihere may even be female
Widmerpools.)
Ian Gow, the Tory MP for

Eastbourne who made the first

televised speech in the House
of Commons yesterday, is Wid-
merpool down to tbe essence.

As has been said of him, be
even looks like WldmerpooL
None cf his fellow Wykeham-
ists thought much would come
of him, though he subse-

quently became rather a whizz
at ping-pong and distinguished

himself during national service

in Malaya.
Gow was Margaret Thatch-

er's Parliamentary Private Sec-

retary during the whole of her
first administration and was
tremendously faithful to her,

as well as effective. He was

known as Supergrass, but not
without aSbction. After the
1983 general election, he was
rewarded by being made Minis-
ter of Housing, and was briefly
at tbe Treasury. He resigned
in protest at the AngfoJrish
Agreement in 1985, having
always taken a staunchly
Unionist view.

Whereas the real Widmer-
pool tended to the left, Gow
has always been more than
a shade to the right, though
he is opposed to capital punish-
ment. Yesterday he watfa the
accomplished speech that one
would expect of someone who
has usually been in the right
dudes, even if not quite in the
centre.

He should not despair at

befog chosen as the lead back-
bench speaker on the Queen’s
Speech. When Mrs Thatcher
first became PM, the equiva-
lent speedi was given to Ken-
neth Baker, who seemed out
in the cold, and look what hap-
pened to him. Perhaps Gow,
too, will make a come-back.

Here to stay
I thought that the first telev-

ising of the Commons was a
great success. The rules will

have to be relaxed a bit to

allow the cameras to range
more freely, but everyone
seemed to rise to the occasion
- even fan Gow, who contin-

ues to be opposed to it. I do
not believe that the cameras
will lower the public esteem
for Parliament. On the con-

trary, it will increase tbe Inter-

est. Moreover, we have simply
caught up with other democra-

cies. One wonders how many
people will be against It in six

months' Him; it will have

become a natural, even indis-

pensable part of politics.

Right man
BThe name of the opening

speaker in a forthcoming con-

ference onNew Developments

in the use ofStructural Hollow

Sections isMr E Hole.

GREAT UNPRONOUNC'EABLES
OF OUR TIME

INTERFEROMETER
The Micbelsonls Interferometer

is as confusing as it sounds. And
even more complicated than it

looks. Designed to detect minute
variations of light velocity- through
ether in space, it ended up proving
that the ether was not. there in

the first place. Little wonder that

the distillers Of Bunnahahhairi

(Bu-na-ha-venrt) 12 year old single
malt Scotch whisky have no time for
such scientific contraptions.

This unique Islay malt defies

any attempts to analyse its smooth,
subtle qualities. Enjoying it is an
art, not a science: And the
only complicated part is in the

pronunciation.

unnahabhairu
UNSPEAKABLY GOOD MALT
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T he water flotation is causing
headaches among professional
investors. “Problem-raising",

“complicated", even "bizarre", are
adjectives that spring to fhe.Hps offend
managers describing now they feel
abwrt the prospect

.
It is not that they do not believe the

issue will be a success - assuming the
final terms to be. ^ww»w»i *Hi« after-
noon are In fine with recent indications.
Tve been pleased to see the average
yield move up to 8.5 per cent, it locks as
if the pricing will be perfectly reason-
able," said one yesterday. It Is more
that the industry as' an investment has
a number of bothersome aspects, even
given the compensation bunt into the
price;

• UnUks previous privatisations, time
are 10 distinct companies in the water
industry. Investors wffl be required, on
information which has onlymalted mi-
evance, to get to know and work out
the relative nwrite of all of thiem.

i Many of the conventional tools far
valuing shares just do not apply in the
case- of the water industry. For
“stance, given the lack of aftenwttve
uses for much of the Industry's assets,
comparing the asset value with the
share price is hardly mamingfiii And
no one can recall another stock market .

entrant that was poised to embark on a
10-year capital expenditure programme,
worth in aggregate at least £2&6bn.
• The overriding concern feu inves-
tors’ will probably be the big role that
political and regulatory factors, and the
interplay between the two, will play in
the companies' fortunes.
This is not solely related to the possi-

bility that a future Labour administra-
tion might renationalise. Principally,
concern is focused on what interpreta-
tion Mr Ian Byatt, the Director General
of Water Services, appointed hi Septem-
ber to oversee the industry, puts on his
brief. That is to ensure the companies
achieve a reasonable return on capital,
while protecting the consumer.
As one fond manager says: *1 bet

within twelve months there'll be a pen-
sioner on television complaining about
the cost of water. That’s bound to have
more impact thaw a sharahnirW com-
plaining about dividends."
However, political pressures are gen-

erally seen as more a problem for the
long-term than the short-term: that is,

before the K factors (which lay down
how much above the rate cf inflation
companies will be allowed to charge
their customers ) come up for review in
1994, and while the companies are tak-

Clare Pearson on water flotation

prospects ahead of the final terms
The water investor's dilemma

Draughts for

the investor
jpg on large, amounts, of debt to fond
the capital expenditure programmes.
"As the companies start moving into a
cash positive position in the late 1990s, 1
would be more worried/ says one fund
manager.
As sub-underwriters, thb institutions

will be receiving shares in the form of
packages. The number of shares in the
packages will be in tile same proportion
as those issued in each company, hi
practice, however, since demand from
the public is likely to be greater for
some companies than far others, they
are unlikely to end up with a perfect

weighting to naefr cf the companies.

For instance. Thames, as the largest
company and the rmt> covering the Lon-
don area, may prove attractive to large
numbers of both professional and pri-

vate investors. It could therefore reach-
expensive price levels in early dealings.
There are ferittHM available to trade

the shares in p»nfr»gp farm until July
1991, the date of the fiwd instalment
payment, although Institutions are
lively to want to odd to holding* in

some companies, and get rid of holdings
in others, wiv* sooner that This
mpawB that they will have to evaluate
which of the companies they prefer, by
no nwvina an easy darfalnq .

This week Investors said
stHl uncertain about how to
choices "Even after plmighing through
about 60 pages of fine print in the path-
finder prospectus on each of the compa-
nies,' I still haven’t M a fhanr*- to
form much of a view/ says one. -

There is a consensus view that the
key to successful investment in the
industry is via scrutiny of the compa-
nies’ capital investment programmes.
This is because those companies th»t,

through effiripnt operations, ^pmd less
than Planned on these programmes will

be allowed to retain the cash saved,
feeding straight through to the profit
line. Companies that stand out as hav-
ing big capital expenditure programmes
Include North West and Severn Trent.
The benefits of capital expenditure

depend upon the efimpaniwP manage-
ment abilities. Usually, it would be pos-
sible to took at the hfafarh-ai record of a
newly floated company for guidance.
But it is not as sfrnpte as that hi the
case of water.
There is a scarcity of analysts in file

.
City able to offer an independent view,
due to the large numbers of houses
involved in the flotations. Manage-
ments themselves have been officially

gagged from talking about their own
companies, rather the industry as
a whole, in recent weeks. And most of
all, the historical information available
relates to a bygone regime when how
the companies performed was virtually
at the will of the Government. Some
have handled bigger investment pro-
grammes than others in file past, but
not an the scale now envisaged.
Meanwhile, Investors wait to be con-

vinced about tbe wisdom of diversifica-
tion programmes as an additional route
to better-than-average profits growth.
Thames, for instance, plans a rapid pro-
gramme of diversification, while North-
umbrian is iwnBiiiwfrp a joint venture
in cable television. Investors need to be
convinced that such activities win be
weD-focused, and will not manage-
ments’ eyes off the core business.
The private investor, at least iftaking

a short-term view, need be presented
with no more taxing a derision than
that of rfariiHng whether to advan-
tage of the perks available if he buys
Bharea in his local company.
For the professional investor, how-

ever, the process of a«*g*gfr»g the com-
panies has only just begun. So manage-
ments would do well to pay particular
attention to tbe quality and quantity of
information they provide liwiHngB

begin.

MOST OBSERVERS believe
the cost to the water Industry
of the flotation will surpass
the £20m which British Steel
spent on its flotation a year
ago. That figure does not
include the Government's
own, for greater, costs. Nor
dees It include the £l8m the
10 water companies spent in
1988-89 preparing for the
transfer of certain duties to
thenew National Rivers
Authority, nor the £22m spent
on their much-criticised
wmiHwr BiitffHdng wnnyalpi.

That figure Is likely to be

matched by the cost of
advertising boaght by the
Copwwwwrt ylnf fimi.

The complexity of the water
flotation makes it so
expensive. More than 60
different professional
companies have been involved.
tnnliifliwg at 15UK and
oranHM* h«ikw. seven firms
at lawyers and nine brokers,
as well os a troop (tf public
relations agencies, chartered
surveyors and engineers.

frin Cawmmimt nUwwi ha*
22 advisers - on everything
hum valuing property to

printing the 600-page water
prospectus - all of which
have devoted large resources
to the exercise, i Henry
Schroder Wagg, the
Cfcw—ftMerchantbank
adviser, has put up to a third
ofItecotporatofin— staff

on the water issue.
But as the Government has

Imnwhio a wm-»amiiliiHwrtwi
manager pHiiaiiniinn

Issues, it has squeezed costs.

BarInstancy the Government
now makes underwriters
mhaiitwnpwUhpTiiihftM'fliii

wimtariiw tfroy wffl 1mpM.

That has helped cut the rate
for what is usually the most
costly element of a
privatisation from as much
as 04S per cent of tike total

proceeds (British Aerospace,
1981) to as Utile as OJtt per
cent for the ill-fated BP sale
two years ago. Even if the
primary underwriters have
extracted coamrisskm ofmore
than Oil per cent on water,
rathermore than British
Steel’s 04)71 per cent, the total
lmHi writing and jlarhip fjmwy

are unlikely to surpass EGOux.
That mightjust keep the

overall costs within the usual
range - just over 3 per cent
of the gross proceeds. The
total coat of raffing British
Telecom in 1984 was £l£2m;
£175m was spent on British
Gas two years later. Ef water’s
total costs cone to the same
£17Sm figure, as seems
poMlbla. and the total

proceeds ofthe privatisation
are set at about ULStra this

afternoon, the costs will be
about &3 per cent of the
amount raised.

Andrew Hill

Minimum wages

A cautionary tale

of north and south

I
n the 1950s, trade unions
in the northern US cam-
paigned for equal wages

for southern workers. Had they

succeeded, the industrial blos-

soming of the south would
have been nipped in the bud.

Today, most northern Euro-

pean countries support
“upward harmonisation’’ of

wages In the rest of Europe. If

hi* happens, the industrial

blossoming of the European
south will likewise be blighted.

Yet this is the implication of

the European Community’s
fev-taj charter- in this context,

Britain is part of the south.

The gitnafion is W0T88
by the threat of an EC direc-

tive on minimum wages. Worse

still, the British Labour Party
has now been converted to a
statutory minimum wage (of
pytA-half mala mnftian parnings,

rising to two4hirdsX
A of fcfrifl could

have a devastating effect on
the employment of less-skilled

people. Countless studies show
tiie effect of wages on employ-
ment. The most compelling col-

lection is that dime for the US
Minimum Wage Study Com-
mission. Of course, not every
study there found the same
effect, but most evidence
printed in the same direction.

The HwifiinsiniM of the various

studies were found to be
unconnected with the political

opinions of ***** authors.
It is absurd to assert that

competitiveness matters (as all

do) thwn to pretend that

only the productivity element
in competitiveness matters,
and not the aianyp* of labour
costs. But even more serious

than the average wage is the
structure of wages. Technical
change is moving rapidly
against the i*>rs oviriftri work-
ers. So long as we have unskil-

led workers, the only way they
wifi remain in work is if their

relative wages adjust It is hor-
rible to see tbe fell in unskilled
relative wages both in the US
and in Britain, but without it

unemployment could not have
Mian as it hay in both these
countries. Indeed, there may
well be a connection between
continued high unemployment
in continental Europe and the
rigidity of relative wages in
those countries.
Advocates of a statutory

minimnm wage for Britain
point to flw mrigtewffg cf mii-

By Richard Layard
versal minimum wages in Bel-

gium, Holland, France and
Spain. But have they looked at

unemployment in those coun-
tries, especially of women and
young people? In Belgium, Hol-
land and France, tbe minimum
wage is, in fori, at Labour's
target level (two-thirds). By
contrast, the US and Japanese
minimum wages are about
one-third of the average wage,
and thus affect the job opportu-
nities of many fewer people.
There is only one major epi-

sode In British history that
appears to deny that wages
affect employment. This is the
Equal Pay Act In 19748. the
relative wages of women rose
by 15 per cent and the relative

employment of women in each
industry was apparently unaf-
fected. However, another mea-
sure was introduced at the
same time. This was the Sex
Discrimination Act which out-
lawed discrimination by gen-
der in employment. The Act
tended to raise the relative job
opportunities for women, off-

setting the negative effect of
equal pay.
There are of course countries

where pay is much more equal
than in Britain and yet unem-
ployment is lower. Sweden is

the dearest example. But there
massive resources have been
devoted to raising the skill lev-

els of the less able, and further
major efforts are made to help
the unemployed. Is conse-
quence, unemployment is only
I'/* per cent When we have
devoted the same resources to

reducing unemployment and
have got unemployment down
to Swedish levels, we might
begin to think about wage
equalisation. But it would be
quite unfair to the unemployed
if we did so before then.
Of course, there are those

who say that unemployment
does not matter. If people can-
not be employed at a reason-
able wage, they say, it is better
that they be unemployed, liv-

ing an benefit. This argument
is migipatUng qq at least four
grounds.

First, it involves economic
waste. Second, it overlooks the
effect on a person’s self-respect

of a prolonged job search while
being dependent on benefits. It

is bad for people to be in a
market where jobs are
rationed, hi a healthy society,

the worker does the employer

as big a flavour by working for

him as the employer does by
providing a job. Third, it

assumes that the same people

remain on low wages indefi-

nitely, while in fact there is

substantial mobility.

Fourth, and most serious, it

greatly exaggerates the rela-

tion between poverty and low
pay. This is because a person’s

poverty depends on the earn-

ings of all family members rel-

ative to the family’s size. Thus,
it does not necessarily follow

that the families of the low
paid are poor. Neither is the
reverse true.

Suppose, for example, that
we define as working poor
those workers whose families

are in the bottom 10 per cent of
income per family member.
And we define as low-paid
those workers in the bottom 10
per cent of hourly earnings.
What is tbe overlap between
these two groups? Very little.

Only one in five of tbe working
poor are low-paid, and vice

versa.

It follows that reducing low
pay will have quite small
effects on the overall distribu-

tion of income. Some poor peo-

ple frill gain, but some will

lose through increased unem-
ployment

Poverty has to be attacked

by fiscal measures and not by
a minimum wage, which will

leave it largely untouched.
There has to be a much more
generous Family Credit Fur-
thermore, the take-up of Fam-
ily Credit has to be made uni-

versal through an automatic
system of taxes and benefits

paid through the wage packet
Those who advocate a mini-

mum wage point out that
many employers favour it Of
course they do. But which
employers? Those who favour
it are operating with a skilled

workforce and would gain by
eliminating "unfair competi-
tion" from those who give jobs
to the unskilled. This is the
same problem as the US north-

erners who were happy to elim-

inate "unfair competition”
from the south.
Any warm-hearted person is

bound to favour minimum
wages until he ftiniw of all

their effects. There is yet time
to thinlc fhnse thi-pngh
The author is Professor of

Economics in the London School

of Economics
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London loses out Sardines could travel sensibly

From Mr Tony Tracers.
Sir, The director of the Mer-

seyside nhawiiwr cf Commerce
Is concerned because the
effects of the Uniform Business
Rate (UBR) and the rating
revaluation, which will result

in lower rate bills for many
businesses in the north of
England, will not flow immedi-
ately (Letters*November 14).

The reason for this gradual
move to lower rate bills in the
north is becauseof the Govern-
ment’s view that losers - pre-

dominantly in the south -
should he protected. Far and
away the biggest losses will
occur in inner London. The
most recent Inland Revenue
survey estimates that an extra

EGOOm wiU eventually have to
be paid. Much of this loss win
be concentrated in the City,
Westminster, Kensington and
Chelsea, and Wandsworth.
Two separate changes are

about to happen. First, all

non-domestic ratepayers wifi in
fixture pay a single, common
rate poundage: Second, , this
poundage will be levied on a
revalued rate base. Businesses
wfil gain where their current

rate poundage is relatively

high and/or where their
increase in rateable value is

relatively low. Conversely,
there will be losses where the

existing poundage is relatively

low and/or' where the increase

in rateable value is high-
Tbe inland Revenue survey

showed the estimated
long-term losses for outer Lon-
don as £60m, and for inner

London 2600m. In both cases,

the whole effect will be
because of the move to a com-
mon poundage rather than
because of the revaluation. Put
another way, the overall rate-

able value of London is, in rela-

tion to the rest of the UK,
about right. The big increase
in rate bills in central London
will be entirely because of the
move to a common rate Pound-

Existing low rate poundages
in central London have been
possible partly because succes-
sive UK governments have set

systems of local government
finance which deliberately
understated the exceptionally
high ratable values of inner

London, partly because of the
spending policies of the coun-
cils concerned.
Suddenly, because of a Gov-

ernment pahey change towards
the setting of rate poundages
- not because of the revalua-
tion - most businesses in tbe
centre of London wifi face very
large rate rises. Yet there wifi

Sent intecSen^ce&.^SSS
sions about Investment and
location will have been made
on grounds that axe now being
changed to the considerable
detriment of London.

fa this ready the best way to
enhance London’s position as
Europe's main fhianriai and
business centre?
Tony Travers,
The Greater London Group,
London School cfEconomics,
Eouahton Street WC2

From MrDavid Sowers.
Sir, One rather surprising

omission from Michael
Prowse’s plea on behalf of the
London traveller ("Sardines
Want Change," November 14)
was any discussion of the role

of the price mechanism.
Present fares in London

must be below long-run mar-
ginal cost, and for many travel-

lers the short-run marginal
cost is zero because they use a
travel card (which permits
wwHwittpH travel within a speci-

fied period).

Both features of the price
structure will encourage
traveL

_ The travel card was intro-

duced to increase use of the
London transport system at a
time when it was bring under-
used, and it does not make a
great deal of sense to retain
cards now that the system is

overloaded.
Charging Iwm than long-run

marginal cost probably does
more to increase travel; and by
giving misleading signals to
travellers and to employers
about tbe cost of travel to and
around London, it may well
raise employment and con-
struction m London.

ff this activity would other-

wise have taken place in less

congested parts of the UK. the
subsidised fees will reduce tbe
efficiency of tbe UK economy
by encouraging activity in an
area where costs are high.
Investment in transport

facilities fix’ Tffytan ought ide-

ally to be appraised on the

hfwrig cf all flip godal costs and
benefits it produces.
These benefits are not easy

to value. The effect cm the rest

of the UK needs to be consid-
ered, not just the effect on
travel in the London area. In
this aftnattan, a conventional
transport cost-benefit appraisal
may produce less accurate
results than a financial
appraisal.

Developers who benefit from
improved transport seem' a
more logical source of fimds
for investment than taxpayers
(who mostly do not benefit).
Improved transport has strictly

local effects an property val-

ues, and increases will be
nw^hfld by decreases in the
areas with unimproved trans-
port.

The first requirement for
awwfliio of improve-
ments to London’s transport
system is a fare structure
which, reflects long-run and
short-run marginal costs.
When traffic at these fare lev-

els is known, the scale and
location of desirable invest-
ment can more easily be estab-
lished.

It would also be easier to
estimate the need for more
capacity if present capacity
could be fnDy used - which
requires a return to the stan-

dards of tbe 1340s.

David Sawers,
Crosby,
10 Semiew Avenue,
Angmering-on-Sea,
HtUehampton,
West Sussex

UK nuclear power policy Manufacturing measurements
From MrIXA. James.

Sir, David Ftshlock (Novem-

ber 10) mentions the Central

Electricity Generating Board’s

generation design and con-

struction division as a possible

root cause of the troubles of

Britain’s nuclear industry. A
deeper causp is that successive

UK governments since the

1950s have failed to provide the

continuity of policy which
would have allowed a healthy

industry to develop.
Apparent tingteminded con-

tinuity of policy was experi-

enced by the French nuclear

industry! the lead Britain had

in the late 19508 was thrown
away. Doubtless the French
were motivated (at least ux

part) by modest coal resources

and no indigenous oil
Withdrawal of the remaining

UK nuclear stations from the

sale of the electricity supply

industry is the latest evidence

of lack of understanding of
power- generation, nuclear
power generation in particular,

by British politicians.

Until we have a better pro-

cess, and whether we like it or
not, we are going have to rely

to some extent on the safe use

of nuclear fission for the gener-

ation of electricity. I use the

word “safe" relative to environ-

mentally more damaging
oration based on fossil

notwithstanding Chernobyl
and Three Mile island. Noth-

ing, whether boiling an egg or

generating electricity, is abso-

lutely safe. But on both diver-

sity of supply and environmen-
tal grounds we should build

more nuclear plant
DJL James,
4 Stautinydale Gardens.
West Wittering.

Chichester. Wat Sussex

From MrKeith Wade.
Sr, Andrew Glyn’s "Extraor-

dinary contrasts" (November 8)

are based on data which pro-

duce an unduly pessimistic

view of UK manufacturing.
Tbe National Accounts mea-

sure of the manufacturing cap-,

ital stock fails to take account
of the accelerated rate of capi-

tal scrapping which followed
the 1970s oil shocks. This
causes the Central Statistical

Office (CSO) to overestimate
the current level of the capital

stock - and therribre underes-

timate the impact of invest-

ment on its growth rate. More
importantly, assessing produc-

tive potential on the baas of

the measured capital stock
assumes all investment is

finally
Confederation of British

Industry survey responses sug-

gest that tiie UK’s manufactur-

ing productive capacity has
recently been growing rapidly,

as output baa been maintained

at a high level while the num-
ber of capacity constrained

firms 1ms been fafling-

Tbe origins of tbe UK trade

deficit on manufactures go
back to tbe early 1980s, when
scrapping of plant and equip-

ment reduced the UK manufac-
turing base and our ability to

supply tradeables. It is less

well known that UK productive

capacity has been rising rap-

idly over the past three years.

Out estimates suggest that
napufity rose by 3 per cent in

1988, rather than the paltry LI
per cent recorded by the CSO;
it could have risen in excess at

5 per cent thin year. The impli-

cation. is that recent invest-

ment has been more efficient

Keith Wade,
Schroders, 36 Old Jewry, EC2
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form all-party government
Sy Kerin Hope in Athens

GREECE'S political leaders

vesterday agreed to form an

all-partv government beaded

by an elderly ex-governor of

the central bank. Mr Xenophon
Zolotas, to rule for the next

five months after two weeks of

post-election bargaining.

A new cabinet, expected to

be a mixture of seasoned politi-

cians and prominent personali-

ties. will not include either Mr
Constantine Mitsotakis, tbe

conservative leader, or Mr
Andreas Papandreou. tbe for-

mer socialist Prime Minister.

But it will have a mandate to

tackle pressing economic prob-

lems immediately, under a pol-

icy accord drawn up by party

representatives after talks with

the current governor of the

Bank of Greece, Mr Dimitris

HaUkias.
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Zolotas: respected economist

“This isn't a time for feeling

proud or triumphant, it's a

time of responsibility. For
many months, Greece has been

moving backwards,” said Mr
Papandreou.
The political uncertainty left

by two inconclusive elections

in the past five months has
contributed to shrinking
inflows of foreign capital and a
widening trade deficit, as well

as a record budget deficit

approaching Dr2,000bn ($12bn).

Mr Papandreou, who tried to

form a left wing coalition with"
the Communists on a platform

of electoral reform, opened the
way for agreement by dropping

. his demand for the new gov-

ernment to amend the electoral

system in favour of smaller
parties.

In return Mr Mitsotakis,
whose New Democracy party
finished first in the November
5 election but fell just short of
a parliamentary majority,

made concessions on economic
policy, agreeing to socialist

and communist imriatwin* that
index-linked wage increases
should continue next year.
The economic policy accord

also called for reducing the
public sector borrowing
requirement, currently a
record 22 per cent of gross
national product, by U to 3
per cent next year.

Public spending will be cut
by 1 per cent of GNP, while tax
revenues are to be increased,
also by 1 per cent of GNP.
Income tax for 1989 may be
raised by S per cent as an
emergency measure, while the
overall tax base is broadened.

Deficits incurred by state-

owned corporations are to be
reduced by 1 per emit of GNP
and measures will be taken to

shut down some of the chroni-

cally debt-ridden companies

which were nationalised dur-

ing Mr Papandreou’s years in

P0
M?" Zolotas. 85, who will

serve as Prime Minister until

mid-April when parliament is

to elect a new president, is an

internationally respected econ-

omist.

One of the "four wise men”

who founded the Organisation

for Economic Cooperation ana

Development in 1960, he is still

active as a member of a com-

mittee set up to promote Euro-

pean monetary union.

Mr Zolotas was a member of

a Greek delegation to the

United Nations in the early

1950s before becoming central

hank governor in 1955.

Coangiress prepares for defeat as India votes
Sy David Housego in New Delhi

POLLING gets under way in

India today in a general elec-

tion which is widely expected

to lead bo the defeat of the rul-

ing Congress party of the

Prime Minister, Mr Rajiv

Gandhi
The 498m strong electorate

will vote over three days for

the 525 seats being contested,

with most constituencies poll-

ing today and Friday and a

small number on Sunday. Tbe
electorate includes 14m young
voters between 18 and 21 years

who were enfranchised for the

first time under recent legisla-

tion brought in by Mr Gandhi
Virtually all pre-election

forecasts predict tbe Congress
party, which won 415 seats in a
landslide in 1984, will lose its

overall majority, in anticipa-

tion of this, share prices have
slid in the campaign.
The Bombay Stock Exchange

index fell 6 per cent from its

peak on October 29 at the start

of the campaign to 707.50 on

Monday - though it staged a
modest rally yesterday. Worst
hit have been companies with

close connections to the Con-
gress party - above all the Reli-

ance group, controlled by Mr
Dhirubhai AmbanL

Elections are also being held

for five state assemblies,
including Uttar Pradesh, the

largest state, Andhra Pradesh
and Karnataka.

In the event of the Congress
being defeated, the National
Front alliance led by Mr V.P.

Singh is expected to form an
administration. But to have an
absolute majority it would
need the support of either the
Hindu militant BJP party or

the Communists, both of whom
are expected to emerge as
strong minority groups in the

new parliament.
The front includes Mr VP.

Singh's northern-based Janata

Dal party and five regional par-

ties, of which the most impor-

tant are from the south.

The opposition has said that

it will pursue inquiries into the
Bofors scandal if it is returned
to power - thus further cast-

ing doubts over the future of
Mr Gandhi who has been
accused of covering up com-
mission payments made to
those within his inner circle.

If the election fails to pro-

duce a clear parliamentary
majority, the President. Mr R.
Venkataraman, would play an
important role in forming a
new government. Constitu-
tional convention is that he
would call on the largest single

party in the House to form a
government - which in the
first instance could be the Con-

gress party, as the National

Front is not registered as a
political party.

Nonetheless, the main oppo-

sition parties, which have co-

ordinated their election strat-

egy to defeat the Congress
party, could be expected to

hold together to prevent it

functioning as a minority
administration.
Mr Gandhi called an early

election on October 17 in part

in the belief that Hindu-Mos-
lem tensions over tbe building

of a new Hindu shrine at
Ayhodhya, in north India,

would provoke further opposi-

tion divisions.

The campaign has been
marred by Hindu-Moalem riot-

ing, and the Government's
decision to give tacit support
to Hindu fundamentalists over
the Ayhodhya shrine is

believed to have alienated Mos-
lem voters.

Though Congress Is expected
to hold its own in the south
and west of the country. It Is

likely to suffer serious reverses

in the populous Hindi-speaking
belt of the north. Several min-
isters stand to lose their seats,

though Mr Gandhi seems likely

to retain his at AmethL
Poised for a new beginning.
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pushes for uniform law on oil spills
By Kevin Brown, Transport Correspondent, In London

EUROPE’S leading shipping
countries yesterday embarked
on an attempt to persuade the

US Congress to bring US law
on liability for maritime oil

spills into line with the rest of
the world.

in a highly unusual move,
the UK Government released

the text of a letter to Mr Sam-
uel Skinner, the US Transpor-

tation Secretary, setting out
why Congress should accept

two agreements on liability

reached by the International
Maritime Organisation, the UN
agency for safety at sea.

The letter was signed by Mr
Cedi Parkinson, the UK Trans-
port Secretary, on behalf of 10

European countries with sub-
stantial shipping interests,

including West Germany,
France and Greece. It also has
the European Commission's
support.

The letter is intended to help
Mr Skinner persuade a forth-

coming congressional confer-

ence committee to accept a bill

passed by the House which
would allow the US to ratify

the agreements, rather than a
Senate bill which would not.

However, officials said the
governments were aware their

intervention could be counter-
productive if it was seen on
Capitol Hill as foreign interfer-

ence In congressional debate.

The IMO formula for imple-

menting the agreements means
they cannot come into force
anywhere until ratified by the
US.
The agreements would raise

the limit of liability for oil pol-

lution from 873m to 8248m,
paid by shipowners, their
insurers, and an international

fund financed by a levy on oil

imports.

US proposes anti-dumping rule changes
By William Dullforce in Geneva

THE US proposed yesterday
that the penalties governments
can impose on products
imported and sold at unduly
low prices should be extended

in scope and made more effec-

tive. At the same time, it

suggested that anti-dumping
action should be made more
predictable and fair.

Washington’s ideas were
contained in a proposal for the

revision of Gatt's anti-dumping

code presented by Mr Eric Gar-

finkeL US Assistant Secretary

of Commerce, to a negotiating

group in the Uruguay Round
trade talks.

In a world in which multina-

tional corporations offer to sell

entire computer systems for a

fraction or a penny, effective

anti-dumping rules were essen-

tial to stem protectionism and

protect legitimate competitors

from unfa'** practices, Mr Gar-

finkel said.

However, the US believed
that anti-dumping procedures
should not be used for protec-

tionist ends, to disrupt normal
commercial transactions or

harass fair traders.

Anti-dumping action became
controversial after its use by
tbe European Community to

stem imports of cheap Japa-

nese and other Asian goods.

Trade analysts argue that the

EC has been using anti-dump-

ing as an alternative to more
overtly protectionist measures.

Mr Garfmkel said that in the

US view, an anti-dumping
mechanism that was "predict-

able, transparent, subject to

due process and sanctioned by

Gatt” was a better alternative

to current protectionist mea-
sures, which include voluntary

export restraints.

The US wants the Gatt code

updated to take into account

modern business practices, in

which a product is frequently

manufactured in two or more

{

ilaces, assembled in another
ocation and shipped to yet

another destination.

These methods, it is claimed,

make it too easy for companies
to avoid legitimate anti-dump-

ing action. The US proposes, in

Mr Garfinkel’s words, “a very

clear and open mechanism” for

dealing with circumvention
Washington wants action

reinforced against three "clas-

sic" types of circumvention:

O Where parts of a product

are shipped for assembly In the

importing country, and their

value equals or exceeds a given

percentage of the total value of

the finished product
• Where the value of parts

assembled in a third country

before shipment to the import-

ing country exceeds a given
percentage of the value of the
final product
0 Where producers in a sup-

plier country hit by anti-dump-

ing action begin shipping to

the importing country prod-

ucts which have been altered

slightly to place them outside

tbe scope of the original action.

In addition, the amended
code would provide for "accel-

erated relief" for domestic pro-

ducers against recurrent injuri-

ous dumping and for
"exceptional measures” to be
taken against repeated corpo-

rate offenders.

US advisers held after attack on San Salvador hotel
Continued from Page 1

for assistance had been limited

to appeals for small arms and
riot control gear. However, he
stressed that the Administra-
tion was keeping close contact
and making plans.

The White House statement
says the “Marxist guerrillas
(the FMLK) bave shown their

true colours. They are attack-

ing defenceless citizens in a
civilian hotel. They have
embarked on a despicable road

of violence.”

But Venceremos, the FMLN
radio station, warned the US
not to take any precipitate
action if it wanted to protect

the lives of the four captured
advisers.
On Monday the Government

was claiming to have regained
total control of the capital

after nine days of fighting for

the northern and eastern
working-class suburbs. These
were occupied by the guerril-

las on November 11 but they
gradually withdrew over the
weekend after intense aerial
bombardment all week.
The guerrillas appear to

have regrouped and to have
shifted tactics to focus their

offensive on the wealthier sub-
urbs of the capital.
The guerrillas are appar-

ently hoping that aerial bom-
bardments will again be used
to dislodge them, thereby
cansing extensive damage to

the property of government
supporters. Venceremos
claimed that the guerrillas had
shot down a government heli-

copter near the Sheraton Hotel
yesterday.
Continued fighting is also

being reported from the east-

ern city of San Miguel, which,
like San Salvador, had many
of Its suburbs occupied by the

FMLN at the beginning of the

offensive.

When the rebel offensive
began, tbe US said it was con-

fident that the government of
President Alfredo Cristlanl

would be able to handle the

situation. Asked if this was
still Washington’s position, Mr
Fitzwater replied: “In an over-

all sense, yes.”

0 A correspondent for the
Renter news agency was
wounded in San Salvador yes-

terday. Mr Paul Iredale, 38,

Reuter’s chief correspondent
in Central America, was hit in
the back by shrapnel thrown
up from machine-gun fire as

he drove to work. He was not

seriously Injured, and was
taken to a clinic for observa
turn.
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Bank's calculation.

This target requires a 4 per

cent a year increase in real

terms of Official Development

Assistance (ODA), together

with further debt relief, says

the report. The Bank estimates

a gross ODA requirement of

$22bn a year (at 1990 prices) by

the year 2000.

Setting out the main areas of

reform, the report warns:

“None of these measures trill

go Ear, nor will much external

aid be forthcoming, unless gov-

ernance in Africa improves.

Leaders must be accountable

to their peoples.”
The theme is bluntly expan-

ded in the course of the report,

which among other measures
urges greater attention to

"grass roots development poli-

cies” and what it terms
“empowering ordinary people

“Many governments are
wracked by corruption and are
increasingly unable to com-
mand the confidence of tbe

population,” the report says.

"For the most part Africa
simply not competitive in.an
increasingly competitive
world."

Malaysian
private road
finance

in piace
By Peter Montagnon
in London

MALAYSIA’S ambitious plan
to develop an 870km network
of privately owned roads
passed its main finanrial hur-

dle yesterday with the comple-
tion of a 2.07hn ringgit
(8758m) loan, the largest loan

ever arranged for any bor-
rower in the Malaysian capital

market.
The funds will go to Projek

Lebuhrya Utara-Selatan (Plus),

a consortium formed by
United Engineers (Malaysia)
last year to undertake the 8bn
ringgit project, which is sec-

ond in size only to the
Anglo-French Eurotunnel in

tbe growing ranks of private

sector Infrastructure projects

now being undertaken around
the world.
When completed, the net-

work will transform the trunk
road system of peninsular Mal-
aysia, miming from the Utel
border to Singapore and west
from Kuala Lumpur along the

Khmg valley.

Bankers said tire scale of the

project was a boost for the
build-own-operate concept In

which private developers are

being encouraged to establish

infrastructure projects in
developing countries. Malaysia
has turned out to be a good
candidate for such projects
because of its deep capital

market, which has allowed
funds to be raised domesti-

cally, thereby obviating
exchange risk.

Under its concession from
the Malaysian Government,
Plus has undertaken to design,

finance and construct 462km
of new highways, the 35km
Klang Expressway and
improve other roads within a
period of seven years. It has to

maintain these highways over

Warburg’s peak
performance

The market backdrop for

today's water pricing is shaky,

but could have been worse.

Yesterday saw a further slide

in sterling to under DM 2.85

and a profits warning from
Tarmac. Had it not been for a

flurry of cash bids totalling

nearly £G00m in 24 hours, the

IT-SE might not have survived

yesterday as well as it did.

Warburg
Yesterday’s remarkable fig-

ures from Warburg seem final

confirmation of its status as

the UK’s national champion in

global investment banking.
Granted, almost a quarter of

interim pre-tax profits of £l03m
will have been due to the Gate-

way deal- But there are some
biggish deals to be booked in

the second half, from Eurodis-

ney to Jaguar and Plessey; and

In securities trading, profits

are now being made not only

in UK equities but - more
strikingly - in gilts.

The question is whether this

is the peak. Whatever the lon-

ger-term future of corporate

deal-making in Europe, tbe

immediate risk in the UK Is

that recession will stop acquir-

ers in their tracks, or at least

ruftka them more leisurely in

picking victims. As for UK
equity trading in the second

halL last year's December price

war will doubtless not be
repeated; but the January
surge may not be either.

Warburg would point to its

international profits, which -

though not of course disclosed
- are supposedly larger than
before. It would also claim that

its worldwide operations
enable it to mount deals of a
complexity remote from the

commodity end of corporate
finance. But if the quality of
mannings is improved, it is not
before time. Earnings per
share are now just 13 per cent

higher than in the first half
two yean ago.

Hence the humble rating of

the shares, which at 437p are

on a prospective multiple -

guessing at £l75m pre-tax for

the year - ofjust & Hence also

the contrast with Warburg's
quoted subsidiary Mercury
Asset Management, whose
shares since flotation in early

1987 have outperformed War-
burg’s by 130 per cent

TSB
There are plenty of bankers

who would love to have the
same problems as the dear old

TSB Group. It has no Third
World debt exposure, for too

much capital, surplus retail

deposits and a huge and
largely undeveloped customer

S G Warburg

Share price relative to the

FT-A AB-Share Index
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the 30-year concession period.

It has also taken over 371km

.

of completed sections of high-

way, which will generate toll

revenue to help finance the

building works.
Yesterday's loan, to which

45 banks are contributing, was
the big test of the project,

however. According to Mr Pat-

rick Crawford of Morgan Gren-

fell, the UK merchant bank
which has been advising Plus,

only some 500m ringgit now
remain to be raised and this is

most likely to come also from

the Malaysian market rather
than in Eurocurrencies.

The balance of the funds are

to be provided through a sub-

ordinated loan of some 1.76bn

ringgit from the Malaysian
Government, from toll reve-

nues and from equity.

Managed by Amanah Mer-

chant Bank, Bumiputra Mer-

chant Bankers and Aseam-
bankers Malaysia, yesterday's

loan has a 15-year life. Interest

charges will float at rates

related to the local prime lend-

ing rate or short-term money
market rates for Malaysian

currency.
Malaysia has already experi-

mented with similar, smaller

private sector projects for both

roads and water supply. Low
inflation and a relatively sta-

ble currency bave made finan-

cing these projects easier than

for other countries.

The project will involve

some 40 main construction

contracts which will be let by
Plus to international and
Malaysian contractors.
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base. Nevertheless, Its shares

have underperformed the mar-

ket by 10 per cent over the last

year, and *20 per cent over two
years. Not even Standard Char-

tered or Midland Bank have
turned in such a miserable per-

formance.
But the TSB continues to

hfamp its abysmal record since

flotation on the problems of its

past structure. The latest mas-

sive restructuring is an
attempt to come to terms with

the group’s central problem of

a cost/income ratio which is

badly out of line with the con-

ventional competition, and
makes a newcomer like the

Abbey National look exception-

ally attractive. However, no
one is saying whether the
restructuring will provide a
net benefit or cost to the bot-

tom line in the current year.

And it has to be taken on trust

that the new management
team can undertake a massive
reorganisation of the retail

bank without damaging the
group’s undoubted core
strengths.
The TSB’s credibility would

be greatly improved if, instead

of waffling on about its mis-

sion, it began lobbying the
Government to withdraw its

anti-takeover protection before

it expires in a couple of year’s

time. The threat of a hostile

takeover would be a very pow-
erful guarantee that TSB’s
revolving management team
was finally going to have to

deliver.

BAA
What price 11 used air termi-

nals? The issue is more than
academic, after yesterday’s
announcement by BAA of
half-yearly pretax profits up 18

per cent at £l87tn. BAA has
asked its advisers to look into

patting a market value on its

terminal buildings, with their

1-gm square feet of office and

retail space. This suggests

some intriguing thoughts.

BAA has no pressing need to

make Its balance sheet look

stronger, since its net gearing

of 30 per cent is hardly a

strain. It is far-fetched, too, to

see the «wng as a preemptive

strike against predators. What-

ever APT'S 6 per cent stake in

BAA says about its attractions,

at least for now Mr Ridley
thinks it deserves its golden

share.
The terminal valuation looks

like a curious new twist on the

notion of BAA as a property

company. BAA knows it could

be playing on a sticky wicket

in 1991-92, when paying for its

new Stansted terminal cuts

into its profits; and later that

decade, the chances are it will

have to spend still more. Hence
the need for new earning
streams, from hotels or prop-

erty development.
The point about the termi-

nals is that there is, appar-

ently, a growing market for

them; last month. Pan Am
eased some problems
by passing a JFK terminal
lpa«> to its pension fluids. In

theory. BAA could sell long

leases on its terminals to air-

lines, with British Airways pre-

sumably first in the queue. Not
only would this produce a lot

of cash, given that the price of

a terminal would rest on the

income from retailing and
duty-free; it would make BAA
look even more like a property

investment company.

UK Paper
It should be Bowater’s share-

holders who are most upset by

the price being put on UK
Paper. Having been sold to the

management for £38m a little

over three years ago. UK Paper
is now selling itself to the

Finns for £263m; and Judging
by yesterday’s closing price of

332p there are a few optimists

who believe that there could

just be a higher offer.

A multiple of over 16 times

historic earnings looks gener-

ous by comparison with the 10

times earnings Georgia-Pacific

is offering for Great Northern
Nekoosa. And while there is a

world of difference between the

US and UK paper industries,

UK Paper’s shareholders can
hardly quibble with the 144 per

cent rise in the share price

since flotation compared with

a gain rtf less than 20 per cent

in the market They are selling

out at the top of tbe cycle.

That said, the price is not
over-generous, especially if the

more optimistic estimates of

the property potential are to be
believed. Nevertheless, a hos-

tile counter-bid seems unlikely.

Fidelity is one of the world’s leading investment

management organisations with a network of strategically

placed fund management operations covering the globe.

angle-minded dedication to providing superior

investment performance is the foundation of our business.

With one of die largest, buyside research teams in the world,

the resources we commit to generating sound, original

investment ideas are probably unsurpassed in the fund

management business.

And, because Fidelity is a privately-owned company,

we're betterable to investin the peopleandsystemstoexcel in

the future — a paramount consideration when choosing an
investment manager.

ft's no wonder companies within the Fidelity

Organisation together manage over $135 billion.

THE VISION TO SEE FURTHER.
THE RESOURCES TO LOOK CLOSER. Fidelity

international"
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INSIDE

Missing out
on the party
There has been a notable absentee from the
list of continental European institutions which
have bought many of London’s best-known
fund management companies in recent
months. Although two of tbe purchasers have
been West German, Deutsche Bank, the coun-
try's biggest bank,- has not been among them.
The omission is particularly surprising
because the bank has been among Europe’s
most acquisitive companies this year In Its

drlve'to become one. of world's top banks in
the 1990s. Haig Simonlan Investigates. Page 22

Unrest in the Regina Mve
The queen bee has left

the hive, delivering
Regina Health & Beauty,
the manufacturer of
royal jelly, firmly Into the
hands of .the financial
men. The resignation of
Mrs Irene Stein, chair-
man and founder of a
company which claims
among Its customers

numerous members of the British royal family
and the entire Mlllwall football team, is under-
stood to result from boardroom differences
about costcontrol. Page 28

Harvest in crisis
Six weeks into the Ivory Coast’s cocoa harvest,
the season is running a month behind sched-
ule. Cocoa arrivals at the ports of Abidjan and
San Pedro currently stand at 50,000 tonnes,
compared with 140,000 tonnes at the same
stage last year. The reason, says the country's
commodities marketing board-,- is that shippers
ana having problems coming up with funds.
Mark Huband looks at the worsening crisis -

caused by overproduction and falling prices.
Page 34 -

Hurdlefor thre Brady .Plan
An important potential

problem with the plan to
deal with developing
country debt launched
by US Treasury Secre-
tary Nicholas Brady (left)

is that banks are expec-
ted to participate volun-
tarily in debt-reduction
or new money arrange-
ments. But it may prove
dtffteultor even impossi-
ble to induce« sufficient

numborofHbanks voluntarily to-reduce their- -
aggregate claims on particular debtor coun-
tries to levels that are sustainable. Page 27

Mbnumwrt fe growth
Monument Oil and Gas, the fast-growingUK
Independent oil company, Is to double In size
with the £61.7m acquisition of Renown Energy
from Us joint owners, Kleinwort Benson and
Hanson. The deal, to be financed by a £82.6m
share issue, caps off 18 months of hectic
expansion after 40 percent of Monument’s
shares were acquired in July 1988 by Nimex
Resources, which is managed by Mr Tony Cra-
ven Walker, former chief executive of Charter-
house Petroleum. Page 31
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Finns in £263m agreed bid for UK Paper
By Maggie tiny in London

METSA-SERLA, a leading
Finnish forest products group,
yesterday announced an agreed

£268m ($41Qm) takeover bid for

UK Paper, tbs British paper
maker. Tbe cash offer is 330p a
share, and UK Paper’s share

price rose from 296p to close at

and institutional

investors suggested . that UK
Paper was selling out too
cheaply, The shares have been
buoyed by rumours of a bid at a
higher price, with some investors

looking for a counter hid at up to

4Q0p a share. UK Paper and its

fflwpflignt bank. Schroder Wage,
said the price was "fair and rea-

sonable.”
Mr Tom Wilding, UK Paper’s

chairman, explained that the
group had had discussions with a
number of possible Udders over
the last six winntiw? or so. The
board decided to recommend Met-
sfirSerla’s offer because “if we are
going to be tied up with anyone,
this la the sort of group we want
to be with.” The management
will stay- on and run the company
on a fairly independent basis.

The board and employees who'
invested In the group when it

was bought out from Bowater
Industries in 1966 fra: Eflfen, will
have made enormous gains on
their investments.

Mr Wilding said the board had
done "a damn good job for share-
holders" in negotiating the 330p
price, but he did not rule out the
possibility of a counter-bid. Tbe
directors hold 7.6 per cent of the
shares and have indicated an
intention to accept the offer,
though irrevocable acceptances
have not been given.
Mr Gustaf Serinchius. chair-

man of MetsS-Serla, said the deal
was based on industrial logic,
such as vertical integration and
shared technological know-how,
as well as the need to be hunger in
order to compete as the paper
industry becomes ever more
international.

UK Paper specialises in fine

papers, while Metsd-Serla makes
pulp, paper, paper products,

chemicals «n<l building products.

It is a leading tissue paper maker
as well as having finfi paper pro-

duction. The worldwide paper

industry has seen a wave of

mergers and acquisitions as com-
panies position themselves for a
more competitive market.
Analysts suggested that UK

Paper was undervaluing its pro-

duction capacity, compared with
prices paid in other acquisitions

in the industry. UK Paper also

has large holdings of surplus
land In the south-east of England.
This is currently valued at £40m

but it is expected to receive plan-
ning permission for a business
park which will increase its

value. Analysts said as well that
the importance of the acquisition
to Metsd-Serla should have per-

mitted UK Paper to negotiate a
higher price.

Mr Wilding, however, said trad-

ing in tbe second half of the cur-
rant year bad proved difficult,
because rising pulp prices had
squeezed margins. This bad not
been realised by the stock mar-
ket, he said. The company also
said the value of the surplus land
“is fairly reflected in the offer."

Lex, Page 20.
Background, Page 30

Luft leaves Nixdorf
in the twilight zone
Andrew Fisher and Alan Cane on the uncertainty
facing the West German computer group

T he departure of Mr Klaus
Luft, who resigned unex-
uectedlv on -Monday as

chief executive of the loss-mak-
ing Nixdorf group, heralds a new
era of uncertainty and perhaps a
loss of independence for the West
Goman computer concern, once
considered toe hrightnnt star In
the European computer firma-
ment.

His -going is all the more sur-

prising because the company had
recently been Indicating that
after heavy losses over the past
IB months, it seemed firmly on
the path to recovery. This must
nowbe In doubt.
Nixdorfs continuing troubles

will inevitably reinforce
long-standing anxieties about the
ability of European computer
companies to compete In world

Many ttf Nixdorfs Euro-
pean competitors are also strug-
gling, notably Norsk Data of Nor-
way, while others such as
Olivetti of Italy are in the throes
of restructuring thatr operations.
The- appointment at Mr Horst

Naako, 56. the telecommunica-
tions director, as board spokes-
man (not. management board
chairman), is seen in aid outside
toe company as a. temporary
solution until Nixdorfs future
becomes dearer.
Before can happen the

company's shareholders and
hankers will need abetter picture
of the extent at Nixdorfs prob-
lems, and what changes need to

be made and bow much it will

cost to set the company back on
a course to profitable growth.
The scale of the company’s

losses and now the departure of
senior executives inevitably raise

again the possibility that a finan-

cial alliance could he tbe best
way out of its dtfHcuMaa. Last

year, Nixdorf made a pretax loss

on normal operations of DM60M.
Mr Amo Bohn, the marketing
director, resigned, taking some of
the blame fra: the downturn.

Now facing losses of DM46Sm
in the first wimrthw of the
year Mr Luft, 48, has followed
suit If he had not handed in his
resignation as the company’s
supervisory board started its

meeting, he would have probably
been forced to go by a vote of no
mnfldPTv-P, sources dose to the
company Indicated this week.
A grimmer than -expected pic-

ture is now beginning to emerge
of the scale of Nixdorf8 prob-
lems. Former Nixdorf managers
- the company has recently seen
tbe departure of a number of top
sales staff - say that Mr Luft
had not only lost tbe confidence
of shareholders through consis-
tently failing to air the facts, but
had also lost esteem among the
workforce.
Nor had he, or Mr Sven Kado,

the finance director, been ruth-
less enough in grasping the cost
nettle and pushing through its

change at strategy from a manu-
facturer of its own, proprietary
hardware to an integrator of
systems, based on common indus-
try standards. This become
toe preferred strategy for small
computer companies tjiam days.
The company is taking steps to
counter its defiriwiring, but pro-
found changes in strategy take
time and cost money.
The senior management at

Nixdorf was slow to realise its

predicament. “Management con*
trols?” said Mr Adrian Brundrett,
an analyst with Bank in Lie-
chtenstein in Frankfurt, “They
were hardly ever in place. It was
a very lax, do-it-yourself, free-

wheeling organisation- -that was

fine as long as things were going
welL Nixdorf was not geared for
a downturn in the sense of con-
trols and management right-
ness.”
Mr Luft, however, cannot be

blamed for the technological rev-
olution which is undermining the
structure of the world computer
industry and which has wrought
havoc with the balance sheet of
virtually every minicomputer
manufacturer. Companies in
trouble include Norsk Data of
Norway, and Wang, Data General
and Prime Computer of the US.
Mr Eckhard Pfeiffer, European

president of Compaq, the US-
based leader in high performance
personal computers and a friend
of the founder Heinz Nixdorf who
died unexpected in 1988, says the
groundwork for Nixdorfs present
problems was in the 1980s
when the company failed to real-

ise that personal computers
would fak» business from mini-
computers, just as minicompu-
ters took business from main-
frame,computers.
A fundamental problem with

NlxdorTs long-tern strategy
wmw to have been a decision to
continue with its own highly suc-
cessful proprietary, hardware
systems rather than join toe
industry switch to common stan-
dards. It also concentrated on
geographically narrow markets
and, although rich in cash,
lacked the depth of financial
resources needed to undertake a
far-reaching transformation.
The management board has

never been unanimous on
whether Nixdorf should enter
into financial alliances to meet
these challenges. It is believed
that Mr Bohn favoured such a
move. Mr Luft, however, held out
for continued independence. Mr

Bohn, who shared responsibility
for the group’s acute sales prob-

lems and was a younger rival of
Mr Luft, was forced to leave.

Mr Luft’s exit strongly sug-
gests that more serious consider-

afion is now being given to the
need fra: Nixdorf to find a more
powerful partner.
Deutsche Bank, which has

been at the centre of major indus-
trial restructuring In West Ger-
many and brought Nixdorf to the
stock market five years ago, has
a director, Mr Herbert Zapp, an
its supervisory board. It 1b under-
stood to be determined to find a
“German solution” to Nlxdorfs
problems and would resist alter-

native approaches. Speculation
has centred on both Mannes-
mann, the engineering group
which owns the Kienzle data pro-

cessing company, and Siemens,
the electronics concern.

Siemens, which bn «i hud tittle

impact in the world data process-

ing industry to date has now
revitalised its product line and
could emerge as the most power-
fill European computer manufac-
turer.

There is speculation that, ironi-

cally, it could be interested in
Nlxdorfs fledgling telecommuni-
cations activities.

Mannesmann could be tempted
Into taking over the bulk of
Nixdorf, and its attendant prob-
lems and losses, some say. but
only If the consortium of which it

is a member succeeds in winning
the lucrative licence for Ger-
many’s mobile telephone network
to be awarded in December.
Siemens said yesterday It con-

tinued to follow Nlxdorfs affairs

with interest, but had held so
talks with the company or any
third parties. Nor had Mr Luffs
departure changed its attitude.
Mannesmann said the same,

adding it had not been
approached by Deutsche and saw
no connection between the
mobile phone licence and any
possible move to take on the
financial burden of Nixdoit
But increasingly it looks as if

Nixdorf will be broken up - a
sad end to the dream of its

founder, one of Europe's most
able computer scientists and
visionary entrepreneurs.

BAA wins
assurance
on golden
share
By Paul Betts and
Ray Bashford
in London

BAA HAS received a written
undertaking from Mr Cecil Par-
kinson, the Transport Secretary,
that the British Government will
not abandon the special (golden)
share that protects the former
British Airports Authority from
hostile takeover.

Sir Norman Payne, BAA’s
chairman, said yesterday that
the group had sought the assur-
ance after the Government's
decision to waive Its special
share in Jaguar. It was this
move which last month opened
the way for a takeover of the
British car group by Ford of the
US.

Sir Norman said Mr Parkinson
had distinguished between Jag-
uar and BAA In his letter

because the Government
believed it needed to retain a
special share In BAA to safe-

guard airports, which could
become strategically important
during a tiwp of national crisis.

BAA owns seven airports,
including Heathrow, Gatwick
and Stansted near London. These
three were the main contributors
to the company's 17.7 per cent
rise in pre-tax interim profits
from £158m ($246J5m) to £18Gm.
The number of passengers

using the airports grew 4.1 per
cent to 39.9m. Despite this over-
all growth in passenger num-
bers, Gatwick suffered under the
general decline in the short-haul
charter market, which has
slowed as people have been
forced by higher interest rates to
make alternative holiday
arrangements.
The Jaguar takeover focused

attention on other privatised
companies in which the Govern-
ment holds a golden share.
Speculation about BAA’s

future was further heightened by
the building of a 6.1 per cent
stake in the airport group by
ADT, tiie electronic security and
car auction group.

Sir Norman also disclosed that
BAA had decided to postpone
until next spring taking a deci-
sion on the construction of a
future terming!, either at Heath-
row or Stansted.
BAA, be said, was awaiting

indications from the Transport
Department on urgently-needed
road improvement plans around
Heathrow Airport before taking
a decision on a new terminal
expected to cost abont £lbn.
He again declined to comment

on the resignation last August of
Mr Jeremy Marshall as chief
executive. However, he said he
expected to announce a replace-
ment early next year.
Lex, Page 20; Details, Page 28

Tarmac forecasts fall in profits
By Andrew Taylor in London

THE share price of Tarmac,
Britain’s biggest housebuilder,
plunged on the London Stock
Exchange yesterday after the
group said pretax profits would
fall this year because of the sharp
drop in UK house sales.

Stockbrokers expecting 1989
profits to rise from £393m ($609)

to between £410m and-£420m
Immediately reduced their fore-

cast to about £370m. Profits are
expected to fall even Anther next
year with forecasts ranging from
2325m to £360m.
Tarmac said there had been a

big increase in «»i«wiiatiTO and
reservations by boose purchasers
since bank base rates rose by a
further one percentage point at

the beginning of October. This
-bad pushed up mortgage interest

rates to about 145 pcs: cent
Tarmac’s share price yesterday

fell from 237p to 21lp wiping
more than ETTQm, or a tenth, off

the group’s stock market valua-

tion. -Other leading UK honse-
bnOdexs also foil, with Wlxnpey
deeding 4p to 226pp, Taylor Wood-
row by 5p to 2S7p and Barratt by
5p to 168p. Most UK housebuild-
ing stocks either held steady or
declined in line with. London
prices generally.
Brokers said the severity of the

downturn in the braising market
had been generally discounted
but Tarmac’s announcement
caught them by surprise. The
group until two months ago
been, optimistic of repeating,
within 5 per cent, last year’s
sales of 12,169 homes. Last year
just under half of Tarmac’s trad-
ing profits came from housebuild-
ing. Tarmac said last night it

might achieve ilsgo mIm this
year with the probability erf even
lower sales.

The sharp foil in UK house
Sales haw hit building
producers. Several large brick
makers. includirtg London Brick

the country’s biggest, have
announced redundancies and
plans tO Close kihw until demand
recovers.
H&R Johnson, the UK’s biggest

ceramic tile manufacturer this

month announced it was making
S25 of its 2^300 workforce redun-
dant because of the decline of the
housing market and increased
imports into the UK by Spanish
pnri Italian ffle nymiifarfn rere.

Bank base rates in Britain
have doubted from 7-5 per cent to
15 per cent since May 1988. Worst
hit have been home owners in
south east England where sales
of houses in some areas have
halved. Sales have recently
started to slow in parts of north-'

em England. According to Halt.

fox, Britain's biggest building
society, the monthly cost after
tax relief of an average home
loan of £58,500 in south east
England has risen from £467.58 to
£641.03 since May last year.

Warburg figures surprise City
-By David Lascolles In London

S G WARBURG, one of the UK’s
leading investment banking
groups, surprised the CStyiofLau-

- don yesterday by announcing it

had more than doubled its profits

in the first half of its current
financial year. Warburg's
employees received a special 25

per cent bonus to mark the occa-

sion.

The result for exceeded expec-

tations, and produced a sharp
rise in the group’s share price.

But by the doss, the shares had
fallen back again, to finish with a
net gain of only 2p at 437p.

The market has decided that

Ufa has become tougher for War-

burg since its half year ended on
September 30. The collapse in

share prices in October and the

darkening economic outlook in

the UK have hurt prospects for

the second half.

In the six months, Warburg
earned £l(£5m <$160m) before tax

and after transfer to inner

reserves. - This compares with
£47.Sm last year and is equivalent
to 3L8p. (14.4p) per share.

Sir David Scholey, chairman,
said the improvement stemmed
from better cooperation between
the various arms of the group,
which spans merchant banking,
securities activities and money
markets. There, had been particu-

larly strong growth on the inter-

national - front as Warburg
became better established in
Europe, the Far East and the US.
As one of tiie top advisers in

mergers and acquisitions, War-
burg has collected fees on virtu-

ally every bog UK deal this year,

including the £2bn hid by Isosce-

les for Gateway, the toaHing UK
stores group. That deal alone
probably contributed close to
£2Sm to the .result.

Warburg also expanded its

treasury and money markets
operations, and tha fimmring and
equity divisions performed welL

One weak spot was the fixed
interest division, where profits
were low, though Warburg
finally managed to make money
on its gilt-edged dealing. Mercury
Asset Management, the group's
75 per cent-owned fund manage-
ment arm, raised profits by 47 per
cent to £2&3m-

Sir David said the second half
had begun well for Warburg with
a high level of corporate activity.
But equity volumes were down,
and he was cautious about the
outlook.

As arm of the largest integrated
investment banks to have been
spawned by the restructuring of
the City in the Big Bang in 1988,
Warburg’s results are a closely-
watched bellwether in the City.
Although analysts said the sec-
ond half was likely to be less

they said tbe result showed
it the Warburg formula was

working.
Lex, Page 20

LONDON’S
MOST COMPLETE

FOREIGN EXCHANGE
AND MONEY MARKET

OPERATIONS
CAN BE FOUND AT
THE SAME ADDRESS.

For most people a quick glance

at our trading floors would be

sufficient for them to realize that

they're looking at the most com-

plete foreign exchange and money

market operation in London.

But it’s not just the scale of

the operation that gives us this

position. It's the range of products

and services we can offer.

We have a global network, and

equally strong national network

that puts us right at the front of

the investment banking market.

It will be the combination of

established solutions, the continu-

ous search for innovative products

and creative implementation that will

ensure we stay there.

But there is one more thing

we can offer that we would not be

complete' without - individual ser-

vice: whether it's covering a foreign

exchange exposure, or arranging

the most complex swap/option

deal. It’s a refreshing thought that

in the age of information techno-

logy the customer still

comes first.

If you'd like to know
more about us, ringTim

Goode on 01-260 0166.
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New chairman

at SEB hopes to

revive confidence
By Robert Taylor in Stockholm

SKANDINAVISKA EnsRilda adverse publicity, however,

est commercial bank, has
appointed a new chairman to

replace Mr Jacob Palmstierna

who resigned last week over

his alleged tax evasion.

The new chairman is Mr Bo
Ramfors, at present the 53-

year-old head of the bank's
office in Gothenburg and for-

merly with Hambros Bank in

Loudon.
In a wider shake-up at the

top of the SEB it was also

announced yesterday that Mr
Rutger Bamekow, the bank’s

current Stockholm head, is to

take over as deputy chairman.
The board of SEB hopes that

Mr Ramfors will help to revive

confidence in its operations

after the events of the past few
weeks*
The activities of Mr Palms-

tiema first came to light in
September when the police car-

lien out a raid of his office in

search of his tax returns for

the past seven years.

Mr Palmstierna, who was
chairman for less than a year,

denied any improprieties. The

era as damaging to the reputa-

tion of SEB.
Mr Ramfors Is highly

regarded in Sweden's financial

circles, though he has also had
disagreements with the tax
authorities in the past.

As the head erf SEB he can
be expected to go a long way in
helping to restore whatever
trust has been lost in recent
days in the management of the
bank’s activities.

A former finance director of
the Swedish state holding com-
pany Stataforeiag, Mr Ramfors
joined SEB in 1980, working
first in the bank’s south Swed-
ish operations in Mahno and
later in Gothenburg, where he
has been head of the office for

the past four years.

Mr Ramfors will keep his
current job as well as take on
new responsibilities. His inter-

national experience, accumu-
lated while working at Ham-
bros, is seen as particularly
useful as SEB increases its

hanking activities outside Swe-
den over the next few years.

Court refuses to sequester

contested LVMH shares
By George Graham in Paris

THE COURTROOM battle for

control of LVMH, the French
drinks and luxury goods group,
continued yesterday with the
refusal of Mr Philippe Grand-
jean, president of the commer-
cial court, to sequester a con-
tested packet of shares
controlled by Mr Bernard
Arnault. LVMXTs chairman.
But supporters of Mr Henry

Racamier, chairman ofLVMHTs
luggage subsidiary Louis Vuit-
ton and Mr Arnault's rival in
the battle for control of the
group, were unperturbed by
the refusal, since the judge
compelled Mr Arnault not to
sell the shares.
Mr Racamier, with a group

of small shareholders, had
asked for the shares to be
sequestered as part of a series

of lawsuits in which he seeks
to have an entire issue of

bonds with attached warrants
annulled. These bonds were
issued by MoSt-Hennessy
before its merger with Louis
Vuitton to form LVMH.
The Issue, most of which

found its way to Mr Arnault,
was found by the Paris appeals
court to have been carried out
in an “irregular" way. Mr
Racamier hoped that an annul-
ment would shake Mr
Arnault’s control of LVMH.
Mr Arnault replies that even

if the issue were annulled, his
stake, held Jointly with Guin-
ness, the UK drinks group,
would only fell from 45 per
cent to 40 per cent With the
Mo€t-Hennessy families, he
would retain control of the
company, he argues.
The court hearing on the

annulment case is set for
December 20.

Bass and
associates

reveal 6%
Avon stake
By Karen Zagor
in New York

MB ROBERT Bass, the
wealthy Texas financier, and
associates have taken a 5l9 per
cent stake in Avon Products,

the world’s biggest maker of

cosmetics and toiletries, which
has been in play as a takeover

candidate since Hay.
The Bass stake in Avon,

which emerged in a filing with
the US Securities and
Exchange Commission,
on the heels of last week’s
announcement that ChartwcJl
Associates, a partnership
including the Getty and Fisher
families, had taken 6.5 per
cent of Avan and might launch
a bid for the company.

In the filing with the SEC,
the Bass group said it had
bought the Avon stock for
investment purposes and had
met Avon managers to discuss
the company’s recent operat-
ing history.

The news sent Avon's shares
only S 34 to $36*8 by lunch-

time yesterday on the New
York Stock Exchange, com-
pared with a Jump of j&k to
$363* after the Chartwell hold-
ing was announced.
Avon has been fending off

takeover approaches from Mr
Irwin Jacobs, a Minneapolis
corporate raider, and various
partners of his since May. In
August, Hr Jacobs mentioned
a “possible price” for the
company of $41 a share, or
$L2bn.
In mid-September, Avon

sharply reduced its profit fore-

casts for next year and shares
in file company fell to a low <rf

127.

The Bass group said that its

partners included Texas Part-
ners, Mr John Scully, Hr Wil-
liam Obenulorf, Texgenpar,
the Bonderman Family Lim-
ited Partnership, Mr David
Bonderman, San Francisco
Partners H and Hr William
Patterson.
The Robert M. Bass Group

has been involved in several
large deals, including the
purchase of the Westin hotel
chain from Allegls for 9L53bn.
Hr Bass recently expressed

an interest in buying Reveo,
the drugs store chain, which is

trying to reorganise under toe
protection of the US bank-
ruptcy code.

Deutsche Bank flirts with managing funds
Haig Simonian finds fund management only now catching the eye of the German bank
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T he absence of one par-
ticular name from the
list of continental Euro-

pean institutions recently buy-
ing many of London’s best-
known fund management com-
panies is surprising. For,
although two cf the purchasers
were West German, Deutsche
Bank, the country’s, biggest,
was not among them.
The surprise is that the bank

has been among Europe's most
acquisitive companies this year

in its drive to become a top
world bank in the 1990s.

And fund management
should be an obvious adjunct
to its amhittops in both retail

and investment banking. But it

appears that the business has
only recently caught the atten-

tion of the bank’s top execu-
tives, especially aa regards the
UK.
In early October, DWS Deut-

sche GeseUschaft for Wertpa-
piersparen, Deutsche Bank’s
retail unit trust business,
started advertising its huge
Luxembourg-based unit trusts

to UK invertors. Then within a
few days, Deutsche Bank Capi-
tal Management International
(DBCME), the money manage-
ment subsidiary for foreign
institutions, opened a new
operation in London as part erf

its worldwide expansion.
The need to push ahead in

international fond manage-
ment is twofold. Domestically,
even conservative German cli-

ents are becoming more inter-

ested in spreading risks
beyond traditional D-Mark safe

havens. Some are following
their UK and US counterparts
by potting greater stress on
performance.
Meanwhile, the bank's

expansion into retail and

investment banking abroad
has shown the complementar-
ity of fond management, both,
for private individuals and

Yet despite the potential,
Deutsche Bank’s international

asset management business
remains dwarfed fay its domes-
tic activities. Foreign clients
account for only a fraction of
the DM73bn ($40bn) managed
by the bank.

In contrast, DWS is the big-

gest unit bust group in Ger-
many, With TOWTiago*! ftmrtn of
DM2R3bn giving it almost a 25
per cent market share. With
the separate activities of
another subsidiary. Luxem-
bourg-based Internationale
Investment Management, the
total rises to DM35.2bn, repre-
senting 27.9 per cent of the

'

market
Institutional investors are

handled by Degef, which
accounts for nearly DMiSbn
under management. T.fiw Ger-
many’s other institutional
money managers, it concen-
trates on “Speilalftmds” - spe-
cial fends - run on behalf of a
variety of investors.

T he bank’s foreign asset
management operation
has gradually shifted

beyond its core Middle East
investors, but DBCMTs portfo-
lio is still worth only around
SSbn - tiny compared with the
domestic business.

Institutions from the US and
Japan, and now increasingly
from neighbouring European
countries, have helped to swell
the total. However, both Mr
Rolf Breuer, the bank’s manag-
ing board member responsible
for securities trading and fond
management, andMr Bill Rich-

RolfBremen *We do not
behove in centralised wisdom.*

ards, the British executive who
joined DBCMI this year as joint
managing director, agree that
the foreign business has a long

way to go.

A 53tra portfolio “is peanuts
for an institution of Deutsche
Bank's sire, «flratts Mr Rich-

ards.

He recognises that boosting
the business will involve
changes. First, the group needs
to become more competitive by
hiring new staff with proven
performance records.

Mr Richards stresses the
bank's determination to
develop Its position.

“Fund management is very
much a people business, and
we're convinced the best way
to crow is oTKanically."

The commitment to gradual
growth is underlined by Mr
Breuer, although he does not
rule out the possibility of
acquisitions either. However,
he denies that the bank
missed the takeover boat
There have been approaches

from fond management compa-
nies for sale, it adds. None,
however, was frit to fit suffi-

ciently well with the Deutsche
Bank group.
But with just 40 to 45 profes-

sionals in Frankfort, about 10

fo New York and Tokyo
and six in London, the commit
ment to organic growth means
it will take DBCMI a while to

fill the rather obvious gaps in

Its coverage.

These are most conspicuous
in the US and Far East, and, to

a lesser extent, continental
Europe. “The US is particu-

larly difficult, as everyone
knows,” admits Mr Breuer. The
bank has US clients, but “the
cake is very big, and our piece
is still very small."

By contrast, the Fhr East has
been a “notable success,” he
claims. Fund management
operations have seen 30 per
cent growth in the past six
months, with business from
Japan and Hong Kong develop-

ing especially well.

Meanwhile, expansion in
continental Europe is assisted

by the bank’s acquisitions in
retail and investment banking.
Recent purchases have brought
additional funds to manage
and new expertise, says Mr
Breuer.
But the acquisition option is

not closed. "If something
comes our way which really

fife, in the US or in the UK,"
the bank is ready to boy, says
Mr Breuer.
London remains a focal

point, he says: “London is and
will stay the financial centre
for very professional fund man-
agement.” And there are still

attractive names that might
become available despite the
sales, he thinks.

Yet both Mr Breuer and Mr
Richards agree that the onus is

on the bank to change inter-

nally, to boost externa percep-

tions of its fund management
capabilities. Hr Richards sees

great opportunities in making
other parts of the bank aware

of DBCMTs potential.

"We must mobilise all these

forces and contracts to show
we’re not just a German bank

but an international fond man-
agement house," he says.

A lthough there is no
plan to merge the three

fund management
operations, better co-ontinattoa

between DWS, Degef and
DBCMI may also help raise the

profile of the bank’s fond man-
agement activities in general

and that of DBCMI in particu-

lar.

Mr Breuer agrees there is

scope to combine certain
administrative and legal func-

tions. And a sharper image
could come by putting its fond
management units under one
legal roof, possibly under a sin-

gle holding company with a
name like Deutsche Bank
Asset Management
"We are one of the biggest

fixed-income managers in the

world. And Inter-Renta is one
of the world's biggest public

fixed-income funds," notes Mr
Breuer. However, he is one <rf

the first to agree that the non-

German component of those
activities is still inadequate.

“But with regard to market-
ing and fund management
itself, we believe in the decen-

tralised approach,” he stresses.

Thus the three asset manage-
ment units will continue to be
run separately. “We do not
believe in centralised wisdom.”

Bancaire up 30% in third quarter Upturn boosts Dorbyl
By George Graham

BANCAIRE. the French
financial services group, has
reported net profits of FFr823m
($132m) in the first nine
months of the year, maintain-
ing Us strong growth.
Net operating profits totalled

FFr804m for the nine months,
a gain at so per cent over the
same period of 1968, with total

tending volume increasing 20
per cent to FFrSSUhn,
Compagnia Bancaire is one

of tixe rare French companies
to report results ana quarterly

By Jbn Jonas in Johannesburg

basis, having extended its

announcement, which last year
covered merely operating earn-

ings, to indude foil net profits.

French listed companies usu-
ally announce only turn-
over figures on a quarterly
basis.

UCB, Compagnie Bancaire's
home loan and property
finance subsidiary, recovered
strongly, with operating profits

nearly tripling to FFi€4m.
Cardif, offering life insur-

ance and savings products.

gained 69 per cent to FFrIOSm,
while Cetelem, the group’s
most profitable division spe-
cialising in consumer credit,

saw a gain of 49 per cent to
FFr4l4m.
UFB Locabafl, the leasing

division which recently
acquired Humberclyde in the
UK, saw earnings in the nine
months decline 12 per emit to
FKrlSQm, and Locabafl Immo*
biller, the property leasing
company, saw an 8 per cent
drop to FFriSSm.

GREATER spending on
infrastructural developments
and industrial expansion com-
bined with buoyant conditions
in the motor industry to lift

sates and profits of Dorbyl, the
South African heavy engineer-
ing group,m the year endedon
September 30.

- Turnover rose to R2.5bn
(9950m) from RSLOSbn a year
before, while the operating
profit before interest and tax
was lifted to Rl86.m from
RI29-flm and the pre-tax profit

increased to R156.1m from
RlOBAm.
Mr Florls Kotzee, chairman,

said there has been an encour-
aging tumround in the marine,
heavy engineering and trans-

port products sectors. Dorbyl
has won contracts to supply
the Mossel Bay gas project.

The year's earnings per
share increased to 351.4 cents
from 251.5 cents previously
and the dividend hug been
raised to 100 cents a share Cram
77 cents.

THIS ANNOUNCEMENT APPEARS AS A MATTER OF RECORD ONLY
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TWs advertisement is issued in compliance with die requirements ofthe Council ofThe International

StockExchan3?of die United Kingdom and the Republic ofIreland limited (The Stock Exchanger) and

does not constitute on invitation toarjyperson tosubscribe fin;or purchase, any securities.

Application has been made to the Council ofThe Stock Exchange Bar the Shares and Warrants in

JF Philippine Fund Inc. (the •Company*) to be admitted to the Official List Such admission © become

effective and dealings in Sharesand Warrants an; expected to beginon 29 November 1989. No application

has been made for the Units© be admitted to the Official List

JF Philippine Fund Inc.

(an exempted company incorporated with limited liability

under the laws ofthe Cayman Islands

with registered number 338194.)

Placing of1,500,000 Units

at a price ofU& $50 per Unit

payable in Full on application.

Each Unit will consist offiwe Shares ofa par value

of US, $1.00 eachand one Warrant entitling

the holder to subscribe for one Share

at a price

ofUS. $10.00

at any time Grom 29th November, 1989 up
to and including 30th December; 1994.

Particulars relating to the Company arc contained in thestatistical services mamtednod by Extel

Financial Limited and in the prospectus dated 15th November, 1989, copies ofwhich arc available

during the normal business hours until and including 34th November, 1989from the Company
Announcements Office ofThe Stock Exchange, 46-50 Finsbury Square, London, EC2A IDD (for

collection only), and until and including 6th December, 1989from:

Robert Fleming& Co. Limited

25 GopthaU Avenue

London EC2R7DR

Baring Securities Limited
Lloyds Chambers
1 Portsoken Street

London El 8DF

Daiwa Europe Limited

5 King William Street

London EC2N7AX

Merrill Lynch International Limited
25 Ropemaker Place

London EC2Y9LY

22nd November, 1989

Dongsub Securities Co., Ltd
43 London Will

London EC2M 5TB

Initiated by:

Jardine Fleming Securities Limited

47th Floor Jardine House
] Connaught Place

Hong Kong

Compagnie Generate d’Electricite
Consolidated net sales of Cornpagnie G4n£ra!e (TBectrictte (CGE) forthe first nine
months of 1989 amounted to FF 100.7 button, up 18% over sales tar the same 1088
period. Third quarter sales include billings tarthe Superphenbc fast breeder reactor
power plant Excluding this and on a comparable basis, the Increase was 10%.
This advance takes into account the structural changes which have occurred over
the last twelve months, the most significant of which were:

- the creation of GEC ALSTHOM NV by
CGE and GEC (Greet Britain):

— Alsthom's acquisition of the instrument
transformerand protective relay opera-
tions of ScMumberger (Bafteau Group),
Air Industrie Syst&mes, Ktepe Bektrik,
Acec Energie aid Acec Transport;

— Framatcurve's acquisition of Bumdy and
Souriau;

• Ceac‘8 acquisition of CMP (Chloride
Motive Power);

- cable de Lyortfs purchase of a majority
interest In the ManuU Group and in

C&bieries de Dour and acquisition of Ericsson’s US- cable operations;
- Alcatel NVs sale of Qume and Alcatel Information Systems in the United States.

ThetXBJ^cdown of sales by sector for the first nine mcrittis of1968and 1969 isas tolknvs:

CGE
>/. SALES UP 18% •

;
FOR THE NINE MONTHS

ENDED SEPTEMBER 30, 1989

In FF mllfions 1989 1988

19,433(1)
6,531
8560
3,406

62,007(3)
3^558

CL834)

16,445
2JB64
8256
2.662

54,060
3^54
CL385)

Electrical contracting and industrial process control —

Telecommunications, business communications,

Inter-group sales

TOTAL 100^870 85,456

Consolidated orders booked during the period amounted to FF 104.0 biffion,

an increase of 13% over the first nine months of 198a
(1) ISfl9 Mflngs calcutatad on a percentage of comptotfon boats. The safes of AlnOiom and As

subsfeiartes are includedona toBy-oonsaMatedbools torthe first quartet.

From the second quarteronward, the sates of QECALSTHOMandtoaub-
ekHaiies are included an the basts at pnjport/onal bthagmtfon (SOW.

(2) The safes of Ffemotomo and to aubsfcSsifes am Included on trie basis of

proportional Integration (40S|L
(3) InduCes Public Network Systems: 37%; Business Commurdcettons:

22 9b; Cables: 209b; Efecfronfcs and Other. 13 %.
(41 Group safes do not include Gdndrafa Occidentals safes as tWs company

is accounted lortsy the equity method.

DIRECT UNE FOR INVESTORS: (33-1) 42561501 CIGIE

BBL (CAYMAN) UD.
unconditionally guaranteedby

0

US$50,000,000
Roofing Rate Notes due 4994

For the six months
November 22. 1989 to May 22. 1990

the Notes will carry an interest rote of 87/is% p.a.

As a consequence the coupon pertaining

to this Interest period will be US$21510.94

Listed on tho Luxembourg stock Exchange

^ The lyJiHsui Bank, limitedw
Brussels Branch

Vised Ag<?ni

U.S. $^50,000,000

(A Canadian Chartered Bank)

Floating Rate Deposit Notesdue 1996

In accordance with the provisions of the Notes, notice Is hereby
given, that tor the Inleresl Period from August 31, 1989 to

November 30, 1989 the rate lor tho final Interest Sub-period from
November 23,1989 toNovember 29, 1989has been determined at
8fa% per annum, and therefore the amount of Interest payable

against Coupon No. 21 or per U.5. $io,ooo nominal in registered

torn, on the relevantinterestpaymen tdate November30,1989 will

be U.S. $221 .19

By: ThoChase ManhattanBank.N.A.
London,AgentBank

November 22, 1989

CHASE

FINLAND

The Financial Times
proposes to publish

this survey on:

18TH
DECEMBER 1989

For a full editorial

synopsis and
advertisement details,

please contact:

CHRIS
SCHAANNING OR
GILLIAN KING

on 01-873 3428 or 4823

or write to her/him at:

Number One
Southwark Bridge

London
SE1 9HL

In Finland: Peter

Sorensen
Salomonkatu 17A21

00100 Helsinki,

Finland
Tel: +358(0)694 0417
Fax: +358(0)693 3213
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Job cuts

and charge

at Texas
Instruments
By Roderick Oram
in New York

TEXAS INSTRUMENTS, a
leading US maker of semicon-
ductors and other electronic
equipment, is to take a $5ffm
pre-tax charge hi the fourth
quarter tor restructuring
costs.

The charges could leave it

close to break-even for the
period. A year earlier, it

earned $83.7m, or $1.0$ a
share, but before the restruct-
uring, news analysts had fore-
cast profits would drop to
around 60 cents a share.
The actions cover several of

its businesses including semi-
conductors and will result in
the loss of 1J500 jobs mainly in
the US. Worldwide, Texas
employs some 75,800 people.
The company said that

near-term demand far semi-
conductors was sluggish but it

would continue to add capac-
ity to make the latest genera-
tion of very large scale inte-
gration (VLSI) chips for which
demand was strong.
The restructuring charges

stem in part from the dosing
of an obsolete semiconductor
plant In Dallas and the
upgrading of other chip
plants.

*

The charges also Include
$15m for some fixed price
development contracts and
$15m relating to cosfrcotting

in the company's
group.

Horsham to

lead expansion
programme
By Robert Glbbera
in Montreal

UK PETEK HUNK, chairman
of American Barrick
Resources, intends to use Hor-
sham, a management hnliHwg
company he controls, for an
aggressive takeover pro-
gramme in the world resource
and industrial fields. Hie also
expects Horsham's subordi-
nate voting shares to be trad-

ing in New York by the end of
the year.
The company has assets of

more than C$2bn (US$1.7bn),
tnrfndhig 24 per cent of gold
producer American Barrick
and 60, per. cent, of Clark Oil
and Refining of the US,
acquired recently for CfSSSm.
Mr Mxmk owns all 7thn Hor-

sham multi-voting shares, and
his associates control a size-

able proportion of the 77m
subordinate voting shares. A
special shareholders' meeting
In Montreal approved giving
the multi-voting stock 50 votes
per share, up from 10, thus
cementing Mr Monk's control.

Third-quarter net profit was
US$10.9m (US$lm). In the
nine-month period Horsham
earned US$3£.Gm (US$5Jm)on
revenues of USfLtttm ffgfiiw).

CORRECTION
Hewlett-Packard
HEWLETT-PACKARD
achieved total sales of $&£8hn
in the final quarter of 1988-89
and $lL9bn Cor the foil year.
Due to an agency error, these
figures were wrongly given on
Monday.

U.S. $400,000,000

BanqueftangaiSB

Du Commerce Exlerieur

Guaranteocf Floating Rale
Notes due 1897

For 4w three months November 22.

19B9 to February32, 1990.0k Notes
win bear Interest at 8fc% per annum.
U S. S223.81 w9 be payatMa on
February 22, 1990, per U.S, $10,000
principal amount ed Notes.

November 22. 1989

DAF to merge its bus side

with rival Dutch group
;

By Kevin Done, Motor Industry Correspondent

DAF, the Dutch commercial
vehicles group, is to merge Its

bus operations with Bovs, a

rival Dutch bus and coach
builder. The two groups are

a jointly-owned com-
dted Bus, in which

will hold a major-

ity stake.

The companies are seeking

further alliances in the Euro-

pean bus industry.

DAF said it was seeking to

strengthen the United Bus
operations through "acquisi-

tions, joint ventures ana co-

operations” with other Euro-
pean bus builders.

The merger has been
prompted by a joint strategy

review by the two comp—*“

of the bus and coach
’ '

in Europe and in international

markets. The two groups

ger transport to increase in
Europe in the wake erf the- cre-

ation of a single European
market.

Both the DAF and Bova
brand nap1*** will be main-
tained.

DAF said that its bus
operations would be separated
from its remaining
vehicles activities and would
become an operating subsid-
iary of United Bus.
DAF supplies underframes

and components for around
1,700 buses and coaches annu-
ally, of which around UOOO are
sold under the DAF name. The
rest are bodied by Independent

bodybuilders such as Bova.
Bova, which has an annual

turnover of Fl l45m <$70m).

coaches a year. Mr Volf
Iijmer, a director of Bova, will

be appointed general manager
of United Bus.

_ Evenjafter the merger United
Bus wiQ be overshadowed by
the leaders In the European
bus industry such as Daimler-
Benz of West Germany and
Volvo of Sweden, which last

year took over the Leyland bus
operations In the UK,
Scania of Sweden.

.

: -

Daimler-Benz produced 4.939
buses and chasms in West Ger-
many alone last year, while
Volvo delivered 5.120 buses and
bus chassis in 1988. -

Georgia Gulf rejects takeover
By Karan Zagor In New York

THE board of Georgia Gulf, a
leading integrated chemical
producer, said yesterday It

would undertake a leveraged
recapitalisation and reject a
$50 a share, or $L2bn, takeover

offer from NX. Industries, a
Houston-based chemical com-
pany controlled by Mr Harold
fjimrwmit.

However, it said it had not
completed financing for the
recapitalisation. Under such
transactions a company bor-

rows heavily to pay a large
special dividend to share-
holders or to buy bade shares.

Its shares tell $7 to $45% on the
news.

Georgia Gulf said it had also

“concluded discussions with
third parties who have indi-

cated an interest in a possible
business combination with or
acquisition of Georgia Guff."

Earlier in the year, NL,
which holds a 9.9 per cent
stake in Georgia Gulf,
suggested to Georgia Gulfs
board that recapitalisation
would be oneway ofimproving
diareiiniite value. Other pro-
posals Included a strategic
acquisition, a joint venture, the
nh of flu company or other
business HWiWnatinn
Georgia Gulf was formed in

a $276m management buy-out
of Georgia-Pamfic’s chemical
dMshm. It Is a leading pro-

ducer of rihTnrfrig, brine, caus-
tic soda qqd
Last year It reported net

income of $lfl3JBni or $8.75 &
share on sales ct SLOBbn. Ana-
lysts expect earnings of about
$7.60 a share this year and
about *8.75 in 19S0, reflecting a
downturn in economic condt-

Analysts value the company
at about $60 a share, in spue of
growing weakness in same sec-
tors of the chemical industry.

Georgia Gulf said these can
be no assurance that any trans-
action, including a leveraged
recapitalisation, will be recom-
mended, anthmiawl nr hwmuh.
mated.

Petro-Can set for privatisation
By Robert Gibbons in Montreal

A CLEAR hint that the
Government was ready to go
ahead with privatisation of
Petro-Canada, the national oil

company, next year If market
caadWops were firvourahte has
been given by Mr Wilbert Hop-
per, its chairman.
Mr Hopper told a senate

committee that the federal gov-
ernment must put up another
C$500m (US*427zn) equity tor
PetroGan or allow it to sell off
its frontier oil and gas develop-
ment assets and get it Into
shape for privatisation.

Petro-Canada has grown
from a small federal agency
termed to rescue arctic explo-
ration from a reluctant private
sector in the early seventies to
a C$8bn fully integrated
national oil company, whose
stock Is 100 per cent held by
the federal government

Its most controversial move
was the acquisition of Fetro-
flna a decade ago for what crit-

ics claim was nearly $2bn or
twice the real value.
The then Trudeau Govern-

ment was trying to “Canadi-
anise" the domestic ail and gas
industry.
Petro-Can is now saddled

with part of the casts of devel-
oping expensive frontier ofl,

and gas reserves, including
Hibernia off the East Coast
The company has more than

C$Ihn in long-term debt and
this would rise shandy by 1994
If the frontier projects go
ahead.

Mr Hopper said Petro-Can
could sell off its interests in
the Hibernia (25 per cent) and
companion Terra Nova (44 per
cant) offshore oil fields In the
Eastern and in the Oslo (IS per
cent) oil sands project in
Alberta to the highest bidders,
domestic, or foreign,- and. it

would then be in a position for
pHinrfiflfltfam - - »j«. .*i- .

;
That could be done in more

than one step. A first tranche
could bring 10 to 20 per cent off

the company to market in the
biggest privatisation move
since the federal government
sold control of AirCanada ear-

ner this year.
Mr Hopper said Ottawa no

longer needs PetroCan as a
window on the oil and- gas
industry, since that rote can be
played by the Department erf

year PetroCan has

reported shandy lower earn-
ings, partly because of low
upstream ou prices, and it has
begtm rationalising and selling
poorly performing assets.

It is trying to expand its

natural gas activities to
profit from rising volume and
prices.

• In Ottawa the government
will say only that PetroCan's
privatisation will go ahead
when stock markets axe
favourable.
• Institut Merieux, the
serum-making subsidiary of
France's Rhftne Poulenc, has
sweetened its offer for Cana-
da's Connaught BfoSdeooes by

to offer back half of
stock to Canadi-

ans within afar months of its

hid being accepted.
Merieux Is offering C$37 a

share for the Connaught stock
it does not already own, valu-
ing the company at nearly
CJlbn (US$85Sm).
The French group has also

promised to keep certain Con-
naught research activities In
Canada, and has said that it

would offer Its own shares to
Canadians within 18 months of
acceptance.

Pinnacle

unit reveals

further loan

losses
By Roderick Oram
in New York

PINNACLE West Capital, foe

Arizona holding company, has
disclosed additional large tom
tosses at MeraBank. its troth

bfeti savings and loans subsid-

iary. it expects the unit to

report “significant" tosses toe

the fourth quarter.

MeraBank, wracked by the

mid-1980s real estate caQapsa

In the southwestern VS. has

accumulated a portfolio' of

Sl.osbn of bad loans and
under-performing assets, up
from $7QL3m at the end of last

year, it reported in a regola-

t

°^h0
1

subsidiary*8 loan loss

reserves were only 8136m.

resulting in net underperform-

ing assets cf $956.6m. Pinnacle
West is still negotiating with
federal regulators who are
dAwianding that it ptzmps at
least $51Qm into MeraBank.
The financial difficulties

extend from MeraBank to the

holding company. Pinnacle
West itself needs tUG&Sm for

January 8, mainly for debt pay-
ments. It is still $74m short of

grml. . .

Its bankers led by BankAmsr-
ica have refttssd to let it draw
more money on its $300m
revolving line of credit. The
company says it could also
default on debentures issued to
fond its $42Im purchase of
MeraBank two years ago.

Laidlaw
plans C$515m
rights issue
By David Owen in Toronto

LAIDLAW Transportation, the
Canadian waste management
and school bus- company in
which Canadian Pacific, one of
the country's biggest conglom-
erates, hoods a 47 per cent
voting stake, is to issue 20m
new non-voting shares for
gross proceeds of C$5l5m
(US$440m).
The stock win be sold to a

large underwriting syndicate
led by BBC Dominion Securi-

ties. Canadian Pacific is to pur-
chase iflrn of the new shares,
raising its share of Laidtow's
total equity to approximately
20 per cent from its current
leva of 17.3 per cent
Tim issue price, of C$25% per

tmft- represents ;a small dis-
count to Monday’s Toronto
dosing price of CS36% for the
company's Class B stock. By
noon yesterday, however, the
shares had fefieu by C$% to
C*26%-

Laidlaw, which has links to
ADT, the UK-managed elec-
tronic security protection and
vehicle auction group, intends
to use the proceeds of the issue
to reduce its defat liabilities.

The Budington-based com-
pany has also granted the
underwriters an option to buy
tto to a further lm aharog

U.s.$200,000,0b0
First Chicago
Corporation
Floating Rate

Subordinated Notes
due 1992

In accordance with the
provisions of the Notes
notice is hereby given
that (he Rate of interest
for the next Interest
Period has been fixed at
8.60% per annum.
The Coupon Amount pay-
able on the 22nd
February, 1990 will be
US$219.78

Kingdom ofDenmark

US $ 250,000,000
Boating Rate Notes due May 1995

In accordance with the description of the Notes,

notice is hereby given that forthe interest period
November20 . 1989 to May 21. 1990

the Notes will carry an interest rate of 10% per annum.

The interest payable on the relevant interest payment date.

May 21.1990 againstcoupon n°10
will be US $ $05.56 for each US$10,000 Note.

The Agont Bank

KREDIETBANK
S. A. LUXEMBOURGEOISE

cmcoRPO
U.S. $350,000,000

Subordinated Floating Eate Notes DueAugust 14,2011

Notice is hereby given Ihat the Hate of Interest hos been fixed of

November 22, 1989. London
By; Citibank,NA (CSSI Dept), Agent Bank CFIIBANCG

vjs.mojooojm

The Chase
Manhattan
CorpcMraHon

ftoattagRteOMMad
Notes due 1994

R» the InHed interest period tram
Noirember 21, 1988 to May 21,

1990 U» Merest rate has been
determined at 99ft% per annum.
The amount payable on toe rate-

rant tohmeat payment date. May
21. 1890. w«beU.S. $46821 per
US. $1Qj00O principal amount.

By: IhaChaaeSfaHliattBii Baric.NA.
CUcotattonAgaat Q

November 22, 1889 aw

TOPS SERIESULIMITED
(leoorpmdted with kmittd HubSity hi tftaCayman Wanis)

U.S. $100,000,000
Series Et Amortising Floating Rato Ixint Obligation

Participation Securities Are 1992

Secnred by a Charge on a Portfolio ofHxed Rate Bonds
and Note* wkhan aggregate pcincipul amount of

U.S. $125,100,000

For die period 20th November, 1989 to 20th February, 1990, the
securities will cany an interest me of 85$% pet annum with an
interest amount of U.S. $5,510.42 per 250,000 denomination and
U.S. $11,020.83 per. 500,000 denomination, payable cm 20th
February, 1990.

Listed on the Luxembourg Stock Exchange

Bankers Thist
Company, London AgentBank

SCHOONER JESSICA

-

"And all

1ask isa
tadship..."

JesshM is20ifi.ownxIIntsdaxmes 15,000sqfiofbinGwitzgi
underfuUstdlai23 knots.

Completed in i 934 asa tribute to thegolden age ofsail ftnr nrronmm, fa ff,mfmjiwjj.

com/emence
Noufofferedfor sale, this is a

withawnteuHderepiaatiari.

Allenquiries to ihe Central MarketingAgent
Telephone (33) 93 34 44 55
Yoda Marketing

MARKETING- YACHTCHARTER-MANAGEMENT
Jo* «** umrU't flmt r**hu MOKERAGE-CQhd1RUCnQNCX^lsrtl.TANCy«CRK|i¥AGg»tH^Y

" T' *
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Loweringof
tax rate

boosts ICI
Australia.
By Chris Stwnrall
in Sydney ' - •"•/•*

LOWES corporate tax. rates
helped Id AastaOfe, fbe-ti£fi

per cent-owned subsidiary- of
the UK mnWnatkinirt, tn jm n:

Per cent rise hi after-tax profit
for the year to September.
- Figures released yesterday
showed ' earnings of A)194m
(USflSLBm), pp from A|174m,
cm a meagre 4JS per cent rise in
revenues to A$3T4bn- .

Pretax profits were down 1
per cent, but extraordinary
items of A$44m Wfr»A thebot-
tom Use to A$238m, up 55 per-
cent

• The company -said :the
results were affected by wet
weather (which restricted fer-
tiliser sales), import competi-
tion, & higher Australian dollar
and production problems.

Profits were depressed by
redundancy costa and eipmaM
relating to rationalisation
moves, while sales were cur-
tailed by- the disposal of two
businesses and a softening of
demand in the second half

Higher interest rates and
higher fertiliser stocks lifted
the'1 group’s net Interest
expense 46 per cent to A$52m,
However, the corporate tax
rate cut, to 89 per cent from 49
per cent, reduced the tax
expense to 38L8 per cent of pre-
tax profit compared with 428
per cent the previous year.

-

Consumer- products contin-
ued to contribute the
proportion of Bales, at
AgU2fan, and showed the larg-

est profit jump, to A$79m from
A$59m. However, the plastics
division again .the big-
gest contribution to profit, at
A$142m, followed by industrial
and spedalfy ' xhemicalr at
Aman.

,
THE KINGDOM OF

. BELGIUM r
,'

- DJ, $100,000,000
FLOATMG RATE BONDS
DUE NOVEMBER 1998

In accordance with the pro-
visions of the Bonds, notice
is here by given that the
Rate of interest tor the sev-
-enth interest Period from
the 22nd November, 1989 to
21st May, 1990 has been
fixed at 8.187$ per cent per
.anoum..

lubyest payable on each
US *250,000oelfi>e.reievapt
interest date, 21st May,
-foefrwlfl Jte .US'

Aeont

MSSHM BiTERNATtOMAL FINANCE
(NETHERLANDS) B.V.

US.9KMWOOOO
Boating Rate Notes 1991 .

In aopordsncs mAh the provisions of
the Notes, notice fai hereby given that
the rs» of Entsraei for tiw period 21st
November, 1909 to 2fat May, 1990 ties

been fixed at MUB per cent, per
annum.
The amount of interest payable on
the ralevent interest payment dare,
21st May. -1980 will be US. $4531.28

• US. $100000 principal amount of

Overseas demand
lifts Sony 30*4%
By Stofam Wagsfyl in Tokyo

SONY, the Japanese mnamner
electronics company

, yesterday
reported, a 80.4 per cent
increase in consolidated
interim pre-tax profits to
Y8*.7bn ($614.1mV due to
strong demand In all its divt-

st^^particnlariy in overseas

Sates for fie six mouths to
the end of September rose 238
per cent to TL228bzL
A strong performance in

Europe, where sales were up
308 per cent, and in the US (up
26.5 per cent) offeet a more
modest -16 per emit increase in
doimestie'sales.

The biggest gains were
recorded by the "other prod-
ucts'* division, which fivnuiw
Sony’s ' floppy . disk drives,

where sales increased 261 per
«wnt to YlSlhn.
Video equipment sales rose

23A per cent to Y3278bn, and
audio equipment by 2S8 per
cent to- Y323bn. Records,
mainly produced by CBS
Records, ven up 1&8 pm: cent
at YlS3bu.
Operatic profits were 55.4

per rent higher at YUAn. The
increase at the pre-tax level
was lower because of bigger
foreign exchange losses and
financi&T expenses, including

the cost of a share issue.

. a sharp increase in income
from consolidated companies,
including' overseas subsid-

iaries, boosted the net figure to
Y49JLtm.an increase of 6&1 per
cent.

Earnings per share were 63-2

per cent higher at Y1SL2. Sony
increased its interim payout 12
per cent to Y25.

The results do not include

any contribution from Colum-
bia Pictures Entertainment,
the ffw »md television studio

which Sony has bought in a
93.4bn deal completed early
ttda iwwith '

Sony said its operating envi-

ronment was dffflcnlt to fore-

cast In -view of the uncertainty

in the US economy and in
exchange rates as well as
Intensifying price competition.
The Sony parent company,

which mainly covers
operations in Japan, Incftidfag

exports, reported a 22.2 per
cent increase In sales to
Y720bn and 328 per cent
increase hi pre-tax profits to
Y4L5bn.
For the fall year, the parent

company forecasts sales of
Yl^SObn, up 15 per cent, and
pretax profits of Y95bn, ahead
22 per cent.

Fletcher Challenge
to reduce dividend

London
AgmtBinfc

By Terry HaO in Wellington

FLETCHER CHALLENGE,
New Zealand’s international
forestry, construction, and pas-
toral group, should earn a simi-
lar profit to last year’s record
NZJ653m (US$385Jm) so long
as It makes no asset sales or
mafor acquisitions In the cur-

rent year. Sir Ron Trotter,
etorirmmi, said yesterday.
The rewmww aim wimH ii to

pay a reduced dividend and as
a result of the flat amringg
there would be a decline in
earnings per share, he told
about 2^00 shareholders at the
annual inBating

- Net earnings per share rose
68 per cent last year, from 594
cents to 63-5 cents. The fore-

cast on reduced earnings per
share is the first ne^ttva one
Sir Ron has made since the
company was formed in 19821

Sir Ron said making a fore-
cast this"year was more diffi-

cult than - usual, as the world
was waiting for the economic
impact of* recent developments
in eastern Europe and. China
and the doming of grondrlB
the US*UK and Australia.

'

Tn addition;' increases in sup-
ply of some of Fletcher's key
products make the price out-

look uncertain.
Sir Ron, however, was opti-

mistic about the future and
said there was no doubt the

New Zealand economy was
recovering. "The outlook for
the from sector was better than
for many years,” he said.

The rural bank bought sods
months ago would be a sound
profitable investment, return-
mg about NZf70m, net of the
financing costs.

Lower prices for newsprint
and methanol would have a
significant effect on comic

g

o

and the ongoing waterfront
dispute would have an impact
on WOTmwpi ITT the first half

Production of market kraft
pulp at the mffla in Kamecau
ana Craftan in Canada was
down because ofthe expansion
programmes during the year.
Fletcher Challenge had
strengthened its base geo-
graphically and by product
itnfl

. he said.
Mr Hugh Fletcher, chief

executive, said the company
wanted to buy enough crown
forest lands in the forthcoming
round ofsatestor supply the
Tasman' pulp and paper ndQ.
The estimated cost rtfthe fbr-

ests would be shoot NZISOOm.
Sir Ron said overseas equity

ownership of Fletcher Chal-
lenge was increasing with
about 25 per cent of the com-
pany now owned ofbhore. The
company would continue to
encourage that process.

Sir Ron decides to stay on at IET,
SIR RON Brleiiey, the New
Zealand financier who founded
Industrial Equity, the Austra-
lian investment concern, has
decided to stay a director of
the company, although control
fall tea rival entrepreneur last

week, AP-DJ reports. Sr Ron
is to be replaced as IEL chair-

man by Mr John Spalvins,
managing director of Adelaide
Steamship, which last week
acquired 51 per cent ofH£L in a
takeover offer.

BARCLAYS UNI-AMERICAN
GROWTH TRUST

. NOTICE IS HEREBY GIVEN of the fourteenth income

distribution (induding.equalisation where applicable) for dun period

1st October 1988 to 30di September 1989, gross income totalled

US 97.29 cents per time, from which .certain withholding taxes

outsideJersey have been,deductedtogether with the management fee.

COUPON NO. 14 at the tare of US 45.06 cents per share «

payable on or after 15th November 1989-

Coupons should be detached from Share Certificates and

presented for payment sc the office ofany ofthe Paying Agents named

below, and left far three days caaminatioa. Coupon listing forms may

be obtained from the Paying Agents. COPIES OFTHE REPORT for

the period ended 30th September 1989 will be available to share

holders at the offices named below.

The Hongkong and

Shanghai Booking

Corporation,

P.O. Box ^. .

ftmAr ft*aHUmi

- NEGARA BRUNEI -

DARUSSALAM.

ftudaytrast

International Ltd.,

P.O. Bone 82;

39/41 Broad Street,

St. Hdicr. Jersey,

CHANNEL ISLANDS.

Budays Bank GfongKoqg)

Nominee* Ltd.,

GJP.O. Bm295,
HONGKONG.

BwikBumi Days,

JaianJnaadaNo. 20 ,

Jakarta, INDONESIA* ..

kKnaaobooigSA.,

.

BaSte Prattle2205.
2 Boulevard Royal, -

LUXEMBOURG. .

Mid-Mai Bonk
Limited, SavingsOffice,

232 Republic Street,

'Valletta^ MALTA.

Baric efNaani.

P.O; Bo* 289. NAURU.

Bodays de Zoete Wedd,
Nededtad NV.
Postbin 150,1000 AD,
AnBwdam-C
NETHERLANDS.

AnfftalitScNrir

ywilnnt Bwilrii^ -

Gn»pLimiced,

P.0, Bo*L896,

Papoa New Guinea

Bmldog COqaoiatioii,

P.O. Bor 78,

Poet Moresby

,

PAPUANEWGUINEA.

Bardays Baric S.A.,

P.O. Boa 135,

CH-1211 Gencw3,
SWITZERLAND.

•Batdayj Baric PLC
Stock Exchange

SevkesDqpc.,

StaxriHdOr,

54 Lombard Street,

Loodoo EC3P 3AH,
UNTEEDKINGDOM.

NEWZEALAND.

•CAUTION»temindBeanmaqs 1L K. Bard#r be dedoeted bychb paying agent onff-

Pickens call

for bigger

payout

rejected
By Stofan Wagstyi

KOETO Manufacturing, the
Japanese car lights txanpany
in which Mr T. Boone Pickens,

tbe Texan corporate raider,

has taken a stake, yesterday

rejected Ids for a divi-

dend increase.

company results for the six
mn^% to the end of Septem-
ber, ^ the jpterim payout
would be unchanged at Y4.

Boone, an investment com-
pany headed by Mr Pickens,

bad asked for an increase to

Y7, which would bepaid out of
a windfall profit ******* made
during tbe year from a stock

market wnwvHmi. .

The Yl.llm - (S7-6m) profit
came from Azabu Motor, a
company ImwM by Mr Eitaro
Watanabe, a Japanese stock
market investor. Azabu was
forced to pay to Koito profits

it ****** irijMfp from dealing in
Koito shares, because it had
broken Japanese securities
trading.
Azabu subsequently sold

substantial stakes to Boone,
which holds 28 per cent of
Koito. Koito posted a slight
increases in six-month sales
****** pre-tax profits to Y57-6bn
from Y53.5fan and Y2.77bn
from Y2.73bn respectively.

Bank funds keep Qintex operating
NEWLY appointed receivers
and managers at Qintex Aus-
tralia have obtained bank fund-
ing to allow tbe television and
resorts group to continue oper-
ating while the best prices are
sought for its assets.
The Victorian Supreme

Court placed Qintex Australia
and 27 associated companies In
voluntary receivership yester-
day, after a group of ten banks
agreed not to impose tbe move.
Mr Christopher Skase, the

entrepreneur who built up the
Qintex empire, had sought a
court-appointed receiver
because some of the banks
looked like appointing receiv-
ers themselves, which would
have posed problems.
Mr Skase’s action had the

effect of protecting the inter-
ests of all creditors and share-
holders, including himself.
However, it also marked the
end of his meteoric business
career, which began in the
mid-1970s after stockbroking
and financial journalism.
The court made Mr David

Crawford and Mr John Allpass,
of the accounting firm Peat
Marwick Hungexford, receivers
and managers for six months,
and gave them powers to nm
the companies — twintffng the
right to hire and fire staff, sell

assets and borrow funds.
The decision allows the Qin-

tex group to continue trading
and broadcasting - without
simultaneously raising the
awkward question of whether
the group's television licences
had been rendered invalid or

changed ownership.

Mr Crawford said yesterday

Mr Skase would retain an advi-

sory role, as he ‘Intimately

knows the group and I believe

it will be essential to call upon
bis experience and expertise to

assist in the administration."

On the group’s future, Mr
Crawford said a "significant

asset disposal programme” had
to be Implemented. But he
insisted there would be no
“fire" [forced! sales and fund-

ing had been arranged to carry

reported to be interested in the
television network.

Qintex’s Adelaide television
station and its two Queensland
regional stations are already
an the market, but Mr Skase
hoped to hang on to the larger

metropolitan stations. Mr
Crawford Insisted yesterday he
had "no preconceived ideas"
about whether some or all Qin-
tex assets would be sold off.

He faces a difficult local cli-

mate in wiaWng his sales. The
recent disposal of the Channel

Chris Sherwell on moves to salvage something
from the wreckage of the Qintex empire and
the end of the meteoric business career of

Christopher Skase, the entrepreneur

the group wen into next year.

Qmtesra principal assets are

the fUmnwri Seven commercial

television network and the

Mirage luxury resorts - two in

Queensland, a third in prepara-
tion in Hawaii and a property
in California.
Mr skase has said be would

sell his 51 per emit controlling

interest in the resorts to help
meet his cash-flow problems.
Two Japanese investors - Mit-

sui ana Nippon Shinpsn -
hold the remaining 49 per cent,
and are thought to have pre-

emptive rights over tbe rest
Dr Tony O'Reilly, the Irish

hffftd of ttriw*. tn the US, who
already owns a chain erf provin-
cial newspapers in Australia,
and Mr Kerry Stokes, tbe West
Australian entrepreneur are

Ten network has seen the mar-
ket value of television stations
plummet, while Australia's
tourism prospects, though
attractive, have weakened in
tbe wake of the 1988 bicente-
nary celebrations and tbe
domestic pilots' dispute.

His immediate aim is to keep
the business going. He gained
intimate knowledge of tire Qin-
tex group's complicated
finances through the investiga-
tion he conducted earlier this

month on behalf of the banks,
which include the Hongkong
Bank, Chase AMP, Barclays,
the Commonwealth Bank,
SocidtA Gdndrale and Long
Term Credit Rawfc of Japan.
Despite tbe group’s esti-

mated A$l.5bn ($l.l7bn) in
debt and Us A$250m cash-flow

shortfall, Mr Crawford is said

to have preferred the option of
a debt moratorium O’ /er receiv-

ership or provision il liquida-

tion. But two of tbe banks -
said by Qintex to Ire Barclays
amj tbe Commonw ealth Rank
- refused, and dw :umentatum
was impossible to prepare in

time. Complicating ; tbe position
further was Mr Skase's sur-
prise revelation that, since
August 1988, some A£42m had
been paid in ma nagement fees
and expenses Ijj a company
controlled by himself and bis
senior executives. He said tbe
practice had gone on for X4
years.
Under pressure from the

National Com panies and Secu-
rities Commission, Australia’s
share market watchdog, Mr
Skase agreed last week to
allow shareholders a chance to
approve the payments at a
meeting. That is still expected
to go ahead, and it is an open
question whether the sums
will have to repaid.

In a related development yes-
terday, the Australian Stock
Exchange demanded a
response from Qintex to its
repeated requests for informa-
tion about the status of the
group in order to ensure an
informed market.
The exchange, irritated by

the failure to give detailed
responses, last month
suspended from trading both
Qintex Australia and its parent
company Qintex Ltd. Last
night it received formal notifi-

cation of tbe receivership.

BARCLAYS UNICORN INTERNATIONAL (CHANNEL ISLANDS) LTD.

All of these securities having been sold, this advertisement appears as a matter of record only.

16,100,000 Shares

Chemical Banking Corporation

Common Stock
(par value $12 per share)

3,450,000 Shares
This portion of the offering was offered outside the United Statesby the undersigned.

Goldman Sachs international Limited

Merrill Lynch International Limited

Montgomery Securities

Salomon Brothers International Limited

Sheareon Lehman Hutton International

Algemene Bank Nederland N.V. Amsterdam-Rotterdam Bank N.V. Banque Indoeuez

James Cape! & Co. Commerabank,
Deutsche Bank Capital Markets Limited DiesdnerBank Enskilda Securities

Afcfl»nBM«tectian SfcmflnwMca EmU

Kuwait Foreign Ttadbig Contracting A Investment Co. (SJLK.) Nomura International

Swiss Bank Corporation UBS Phillips & Drew Securities Limited

Barclays de Zoete Wadd Limited

Credit Suisse First Boston Limited

Kheinwort Benson Limited

Paritms Capital Markets Group

S. G. Warburg Securities

Dean Witter Capital Markets-International Ltd. Wood Gundy Inc. Yamalchi International (Europe) Limited

12,650,000 Shares
This portion ofdm offering was offered In the United States by the undersigned.

Goldman, Sachs & Co.

Merrill Lynch Capital Markets

Montgomery Securities

Salomon Brothers Inc

Shearson Lehman Hutton Inc.

Bear, Steams & Co. Inc. The First Boston Corporation Alex. Brown & Sons Dillon, Read & Co. Inc. PonaidsOT^U^n^& Jen rette

Drexel Burnham Lambert Hambrecht ft Qulst Keefe, Bruyette ft Woods, Inc. Kidder, Peabody ft Co. Lazard Freres ft Co.
Incorporated Incorporated Incorporated^

Morgan Stanley ft Co. PaineWebber Incorporated Prudentlal-Bache Capital Funding Robertson, Stephens ft Company

M. A. Schapbo ft Co., Inc. Smith Bamey^HarrlsUpham A Co. WertheimSchroder ft Co. Dean Witter Reynolds Inc. Advest, Inc.

Allen & Com
|

pany Sanford C. Bernstein ft Co., Inc. William Blafr ft Company J. C. Bradford ft Co. Pain Bosworth

A. G. Edwards ft Sons, Inc. McDonald!* Company Oppenhefmer ft Co., Inc. Piper, Jaffray & Hopwood Prescott, Ball ft TUrben, Inc.

The Robinson-Humphrey Company; Inc. Iticker Anthony Wheat Fb^Butcherft Singer AmhoW and S. Bletehroeder, Inc.
Incorporated CAKTW. MARKETS

Robert W. Baird ft Co. Bateman Elchler, Hill Richards Blunt Ellis & Loewi Boettcher ft Company, Inc. Cowen&Co.
taoorponted Inouiporated Incorporated

Epptet; Guerin ft Rimer, Inc. Fahnestock ft Ca Inc. First Atomy Corporation First of Michigan Corporation First Southwest Company

Furman Sefas iteg^Ptefa ft Bimey Gmntal ft Co, Incorporated J. J. B. HEftard,W L. Lyons, Inc. Howard, WeH,Ubotdsse, Friedrichs

Interetate/Johnson Lane Janney Montgomery Scott Inc. Johnston, Lemon ft Co. Ladenburg, ThaJmann ft Co. Inc.
Cetporadon Incorporated

CJ. Lawrence, Morgan Grenfell Inc. Legg Mason Wood Walker Mabon, Nugent ft Co. Needham ft Company; Inc.

Neuberger & Berman The Ohio Company Ragen MacKenxte Rauscher Pierce Retsnes, Inc. Raymond James& Associates, Inc.
iMrifytftTBVifl

Rotan Mosle Inc. Stephens Inc. StHel. Nicolaus ft Company Sutra ft Co. Vlfedbush Morgan Securities
Ute'wpnrated taeotporatod

Brean Murray; Foster Securities Inc. Carmona Ferrand Montes Securities Corp. The Chicago Corporation

Crowell, Weedon & Co. Daniels ft BeB, Inc. D. A. Davidson & Co. Doft & Co., Inc. Ewing Capital, Inc. Ferris^Bartwr Watts

First Equ^CorporatkMi First Manhattan Co. First Ohio Securities Company Gabelli & Company; Inc. Hanlfen, Imhoff Inc.

Jesup ft Lament, Incorporated Joseghtt^ft Co. WR Lazard, Laidtow ft Mead Paiker/Huriter Pryor, Govan, Counts ft Co., Inc.

Scott & Stringfellowft Inc. SekfierAmdec Securities fnc. Southwest Securities, Inc. Van Kasper ft Company

November, 1989



Bristol-Myers Company
through Its wholly owned subsidiary BMS Sub Co.

has merged with

Squibb Corporation

to form

Bristol-Myers Squibb Company

We acted as financial advisor to Bristol-Myers Company .

Goldman, Sachs & Co.

New York London Tokyo

Boston Chicago Dallas Detroit Hong Kong Houston

Los Angeles Memphis Miami Montreal Philadelphia

San Francisco Singapore Sydney Toronto Zurich

November 15, 1989

77us announcement appears asa matter cfrecord only.

$42,000,000

DELAWARE MANAGEMENT HOLDINGS, INC.
an investment advisory andmutualfundmanagementfirm,

has solda tenpercent equity interest to

THE TOKIO MARINE
AND FIRE INSURANCE CO., LTD.

The undersigned originated, structured, endassisted in theplacement ofequity securities
in the above transaction. Its qffWate, legend Capital Group, L.P., continues to

hold the controlling interest in Delaware Management Biddings, htc.

Castle Harlan, Inc.

November 22, 1989 New York

US $100,000,000

Allied Irish Banks pic
Undated Floating Rate Notes

Subordinated as to payment of principal
and interest -

Interest Rate 8^16% per annum

Interest Period 22nd November 1989
22nd May 1990

Interest Amount per
U.S. $10,000 Note due
22nd May 1990 U.S.S430.50

Credit Suisse First Boston Limited
Agent Bank

U& $100,000,000

Tajyo Kobe Finance Hongkong limited

Guaranteed Floating Rate Notes Due 2004

Guaranteed as to payment of principal aid interest by

The Taiyo Kobe Bank, limited

Interest Rata

Interest Period

8375% per annum

Interest Period -22nd November 19B9
22nd May 1990

Interest Amount per
U.S. $10,000 Note due
22nd May 1990 U-S.8421.oa

Credit Suisse First Boston limited
Agere Bank

YOKOHAMA ASIA UMFTR>
(incorporatedAt Hong Kong

I

U-S4KMUXXUM0
GUARANTEE) FLGATIVG RATE NOTESDUE 1397

<s>
ItecondftionaBY and irrevocably guaranteed by

THEBANKOFYOKOHAMA, LTD.
tIncorporated inJapan)

Notice is herebyghm that the Rate of Interest for the initial

Interestperiod has beenfixed at8.75% perannum andthatthe
interest payable on the relevant Interest Payment Date
February 22. 1990 against Coupon No. 18 in respect of
US$10,000 nominal ofthe NoteswiH be US$223.61 and In res-
pectofUS$2SgC00 nominal ofthe notes wUI be US$5fSS026.

November22, 798% London „
By Citibank, ftlA. ICSS1 Dept?, Agent BankCfflBANiQ

DnC
Den norske Creditbank

Primary Capital Perpetual

Floating Rate Notes
fa aceonhnce with d» pnaMom of the Notts, nodes b hanky given

ttat far the Ineorret Pariod from November 22. 1589 to February 22.

1990 theNeww* carrym Interest Rare of87$% pa.and the Coupon
Amount perUS$10000 **beO&$223Ki.

November 22. 19S9 London _ _ „

By: OtSwVc. NA. (CSS Dept), Agent Baofc CITIBANKO

INTERNATIONAL CAPITAL MARKETS

Borrowers switch out of

dollars into other sectors
By Andrew Freeman

CONSOLIDATION was evident

on Euromarkets yesterday.
Traders .expressed relief that

expected heavy supply in die

dollar sector was failing to
materialise as borrowers
moved Into other sectors.

Secondary market activity

was light, with prices broadly

unchanged at the close of Lcst-

don trading. Dealers said there

had been some buying for

value and cited the recent
Alberta and GMAC issues as
deris attracting demand. Mer-

rill Lynch was quoting the
GMAC paper at 99-52 bid.

implying a spread of 88 basis

points over Treasuries, and
syndicate members said they
were n***k*ng steady sales.

The first convertible issue
far a Taiwanese borrower was
launched by Bankers Trust to

an excellent reception. The
jlOOm 10-year deal for Ynen
Foong Yu Paper Manufactur-
ing was trading at US bid
according to Bankers Trust,

while elsewhere it was quoted
as high as 114% bid, way over
a par issue price.

European investment funds
with a Far Eastern flavour
were the source of heavy
demand and the paper was
placed very quickly.

Among other new issues.

Credit Suisse First Boston
(CSFB) brought a $400m float*

ing-rate note issue for the
Kingdom of Belgian- The
notes offered a yield of Ubid
fiat, which at less a 10 basis

point selling concession was
around 814 per cent.
CSFB said this was slightly

tight against secondary market
issues by Rrigfmn, but added

INTERNATIONAL
BONDS
that approximately $0 per can

t

of the issue had been pre-
jriaeed.

Demand was steady from
large institutional fund irwroig-
ers, with central banks
thought to have underpinned
the issue. Belgium was thought
to be looking for funds
swapped into several curren-
cies including Swiss francs and
D-Marks.
Klklm was the lead

of a $750m deal witheqSty
warrants for Toy© Henka
Kafeha. The bonds were trad-

ing at 306 bid, a fine premium
to the par issue price. Namur
ra’s deal for Nippon Metal was

NEW INTERNATIONAL BOND ISSUES

US DOLLARS
Toy© Monk* Katsha*
Belgium, Kingdom af(d)t+
Yuen Foong Yu Paper
Nippon Metal Industry*

780 (3%) 100 1883
400 ? 100.10 1888
ISO too 1888
100 (S\) 100 1893

2Vlfe MMeo Sacs. (Europe)
10bp (SfrB

2*2/1 *2 Bankers Trust ML
2^/1% Nomura InL

1%/lV Dohaa Europe
1V4 Nomura InL

Rfada/UMMr Baric Group

PkPrHetn placement *WHh equity warrants. +Hnri terms. fConvadibie. tRoaflng ram notes, e) Non-caRabta. b) Yield to
put 3-414%. o) Each DMSJ100 has 6 warranto eitached. d) 8-month Ubid flet Ceil at par alter 5 years. •) Conversion price
TS22RJ82. No conversion until Dac.1981. Put at T22JB5 after 5 years. Forex TS2BU6 per %. f) Fungible tnxn Dec.1 wWi existing

K25m bond launched Dec.1888. NoocaJIaMe-

FT INTERNATIONAL BOND TTTT'S

listed are the latest International bonds far which there Is an adequate secondary market.
Ctoahw prices oo November 22
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Saadi plans

secondary

trading at 397 bid afjer a fine
ffipptinp.

Daiwa brought a Y&Dbn five-

year deal tor Credit Local. The,
bonds were trading on full fees

at less 1% bid and traders odd
they antU’inatMl gnnd femtmA
in Tokyo. Proceeds were
swapped into flnatijig-rafe US
dollars.

In Germany, Daiwa lamidvrf

Its first deal as a lead manager,
bringing a DMSOm equity war-
rant deal tor Kyokuto Boeki
Mato, a Japanese trading
conraanv. After a slow start,

the brads improved to trade at
99% bid, comfortably Inside
toes but just below their par
ittgno pa-foa:

In Switzerland, UBS was
active, bringing two new
issues. A SFr45m convertible
private placement for Wiko
Electric had a' good recept-
ion and was quoted at 101)4
bid, against a par issue
print*

A SFriOQm 10-year straight
issue for KfW International
Finance (BE) carried a 634 per
cent coupon and was priced at

101%. UBS was quoting the
paper around toes at less 2%
bid to yield roughly 628 per
cent. Proceeds were swapped
into US dollars.

08
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II Ml.
By Victor Mailed and
Andrew Gowers in Riyadh

SAUDI ARABIA Is pressing

with plans to develop a
secondary bond market to

make zoom far further domes-

tic borrowing needed to cover

the Kingdom's chronic budget

deficit, according to the cen-
trail hank and $8Bdi CQW1M&

After two years of bond
issues, the cannnerciai beaks
are Increasingly reluctant to

abeorb any more became they

fear a growing mismatch of
maturities. Their customer*
generally make short-term
deposits, while the boasds have
maturities of between two and
five years.
State institutions such as

file CW1 Service Pension.Final

and fire General Organisation
for Social Insurance, which
have token up more than two-

of the bands mrfu now
because of poor demand from
Hank*, are also thought to be
dose to capacity. The authori-
ties are therefore increasingly
anxious to foster a market
that would enable members of
the public to purchase bonds.
Yesterday Sheikh Hamad at-

Sayati, the governor of the
Saudi Arabian Monetary
Agency (Sama, the central
bank), sail efforts were bring
made to develop the secondary
market. “We are all new to
rtrta — ug, the Iwnfa and the
markets and it’s taking longer
than we originally thought,”
he yM-
Atthmmh no detailed figures

are available, Mr al-Sayarl
said that Sama expected to
raise the SRXSfan ($&64fcn) in
brads required to cover tills

year’s projected deficit. Every
two weeks Sama offers
SRLSbn in bonds, but not all

of this amount is regularly
purchased.
At present the secondary

market is nuHmentary, but
Sama hives to improve it in
the months ahead, partly by
using an electronic screen-
based trading system which
wifi also be used for equities.

Mr al-Sayarl said the second-
ary market could be made
more Squid by reducing the
svim whitMinu purchase and
by having the banks market
it ,.i hhJ nuufr.

-There is an active pro-
gramme for the automation of
hank operations and interbank
communication," Mr td-flayaxi

said. “That Is going to be help-
fol ia settlements and transac-
tions of the secradary mar-
tot* He expects the new
system to be up and running
in the first ban ef next year.
In continuing negotiations

with Sama, the leading com-
mercial banks have suggested
a number of changes to
develop the bond market.
These include disclosure of the
amount of bonds sold by
Sama, financial incentives for
absocldng primary issues and
Jayggr repurchase fwdfittes for
market-makers. At the
moment Sama will buy back
10 per cent of a bank’s hrid-

Tbe development of the sec-
ondary market is regarded as
essential by Sama because its
bond Issues will continue for
as long as there are Saudi bud-
get deficits. In addition Sama
can use the bands as an instxu-
ment of monetary policy.

Earlier this year, another
state Institution - the Public
Investment Fund - borrowed
$860® from a syndicate led by
local banks is what was seen
as a supplementary, albeit
indirect, move to flnnw* gov-
ernment spending. This was
Saudi Arabia's first borrowing
in foreign currency for 30
years.
However, Mr al-Sayari said

thme wore no plans far foreign
borrowing as such in the
immediate future. He pre-
dicted that real growth in
gross domestic product this
year would be dwnur to last
year’s 32 per cent, with mat-
oil growth wmlrlng1 a wmtrthn.
tion .

“The various indicators all
point to a good rate of
growth,” he said. “The credit

CME win trade
options on ‘cliffs’

THE COMMODITY Future
Trading Commission gave tie
go-ahead yesterday tor thi
Chicago Mercantile Exchang
totcade options on its Euro
rate differential futures con
tracts, writes Deborah Bar

The totores body apur
the stertHip of three o»
*» as the figures
tracts are known. The i

currently trades time dif
yen, D-Mark and sterlln
with the contracts base*
the Interest rate differ*!
between Eurodollars ******
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INTERNATIONAL CAPITAL MARKETS

Regulatory pressures and the Brady plan
Stephany Griffith-Jones and Roy .Culpeper on the outlook for the US’s debt initiative

An Important potential
problem with the

- .Brady Plan is that
banks are ezpectedio partici-
pate voluntarily in debt-,
reduction or new money
arrangements. Ultimately, it.

may prove difficult or even
impossible to persuade a suffi-
cient nrnnhpr o£ htmVn vohm-
tarily to reduce' tbcir aggregate
claims on particular jlebtor
countries t&levels that are sus-
tainable —

• that iA fiiUy.seF-
TiceaMe withnht: romprnmlahig
growth objectives. Regulatory'
and tax . measures can play an
important role in encouraging
banks to participate in Brady-
type debt arrangements.
The US Treasury Secretary,

Mr Nicholas Brady, stressed
when launching, his .plan that,
"creditor, governments should
consider tow to reduce regula-
tory, accounting or tax impedi-
ments to debt reduction where

From recent statements by
senior US officials, as Mr
Gerald Corrigan, president of
the Federal Reserve Bank

. of
New York, and Mr Edwin
Clock, Deputy Comptroller of
the Currency, it seems the US
monetary and .regulatory
authorities are willing to be
quite flexible in interpreting
supervisory and tax regula-
tions, so as to aid the imple-
mentation of. the Brady initia-

tive. It has been reported that
other banking authorities -
particularly, in Europe - axe
far teas willing to be nrwrihin

Our discussions with re
tors in rfWfewmt pmnitTiMi

ted US to conclude that it may
be unrealistic to recommend
that bank regulators and cen-

.

tral banking authorities
achieve far grafor uniformity

' in their regulatory, and tax
treatment of developing, coun-
try debt^ since, national tank-
ing systems are so divergent.
However, they, should agree a
common cause of action, to
accommodate their ‘existing
regulations to achieve the
objectives of the Brady PLan.
The main common regula-

tory feature in Europe and
Canada (as opposed to the US)
has been the Ear more favoura-
ble attitude of the authorities
on encouraging banks to mate
loan lass provisions, particu-
larly through the tax deduct-
SMtttyxjf such provisions.
This has had the desired

effect of strengthening all the
banks in those countries,
against particular or real
losses on Third World debt,
and has also provided the
potential cushion for those
banks to agree debtor debt ser-
vice reduction, without their
solvency being threatened.

H owever, the fact that
full tax incentives are
already provided at the

time of provisioning implies
there is no tax incentive , to
accept debt or debt service
reduction. Thus, existing tax
provisions in Weston Europe
and Canada encourage provi-
sioning, but discourage debt or
debt service reduction.

It would seem desirable to
a tax pcdfcy so as to

for Itextem cMM
martwt pric*

87
SouckDOUMM

ensure that sufficient (but not
excessive) levels of provision-

ing are mpfatairad- however,
when a certain level of debt or
debt service reduction is

agreed between a country and
the International Monetary
Fund/Worid >wn)^ «m
maintain their tax concessions
only if they participate in the
debt or debt service reduction
exercise (or in equivalent con-
tributions). This discourages
"free riding" by reluctant
hanifii and i~»wpb«*H no addi-
tional cost to the taxpayers;
indeed, it may even imply
more tax income!

If such a line were to be
taken by European and Cana-
dian taw aTTthnritiw

| It WOUld
be particularly valuable if the
position, was made clear and
public, to provide wHP1*7* to
banks. Lack of knowledge and
clarity about future reactions
of tax authorities to changes in
dejbt management policies

often inhibits the search for

Innovative solutions, particu-

larly in some European coun-

tries.

als^be^used^ to^steer banks
towards a particular line or
course of action. For example,
some European countries
require banks to provision
against trade credits to prob-

lem debtors, even though these
credits are befog serviced; it

would seem desirable for no
provisions to be required
against trade credits, unless
there are problems with their
servicing.

Trade credit is an essential

lubricant for international
trade and its effective function

fog should be isolated as much
as possible from the Interna-
tional debt problem.
Furthermore, minimum pro-

visioning levels required could
be different for banks that
enter into Brady-type deals and
those that do not, with lower
provisions required from par-

ticipating banks.
In countries - or for banks

- with very high levels of pro-

visions, the regulatory authori-
ties could allow more favoura-
ble provisioning status to
debt instruments emerging
from Brady Plan negotiat-
ions.
A different regime might be

required for the US, where
many haniw stiU have fairly

low provisions. US Representa-
tive Mr Walter Fauntroy has
recently proposed legislation
that would require - in the case
of the US - particularly high

provisioning from banks not
participating in Brady-type
debt or debt-service reduct-
ion.

Representative Fauntroy's

bill is also interesting in that
- if approved - it would
require US financial authori-
ties to seek co-operation from
ether governments in provid-
ing appropriate incentives to
encourage banks in their coun-
tries to miter into lMF/Wodd
Bank-supported debt reduction
agreements.

T he precise details of
appropriate schemes for
particular creditor coun-

tries need to be designed by
countries* regulatory authori-
ties: however, it is important
that not only regulatory objec-
tives (of hanking stability) are
taken into account, important
as these are.
The broader objectives of the

new debt management strategy
for middle-income countries,
reflected in the recent initia-
tives by the US, the Japanese
and the French governments,
need to be backed by regula-
tory actions. -

If negotiations are an .obsta-

cle to innovative desirable
solutions to the debt overhang,-
they should be changed to suit
current needs and agreed
objectives.
Dr Stephany Grifftth-Jones is a
Fellow at the Institute of Devel-
opment Studies, Sussex Univer-
sity, Brighton, England. Dr Roy
Culpeper is a Fellow at the
North-South Institute in Ott-
awa. Canada.

VW takes DMlbn credit

through Deutsche Bank
VOLKSWAGEN is establishing
a DMlbn seven-year, multi-cur-
renev revolving credit CaefUtv
through a Deutsche Bank sub-
sidiary, Reuter reports irom
Frankfurt.
Giuseppe Sayoini, YW’s capi-

tal markets director, said VW
had not earmarked the credit
for specific projects, but would
use it as aback-up.
VW obtained a similar $L5bn

facility, the largest of its kind
for a German company, from a
group of international banks
led by JJ?. Morgan this year.
Mr Savmni ««id the new Eadlr
ity is befog syndicated mainly
among West German hanira.

Deutsche Rank Luxembourg

arranged the facility, which
carries terms in h«b with the
earlier deaL It carries a com-
mitment fee of 8 hairia points
and an Interest margin of £
percentage point if less than
half the funds are drawn. %
point if more than half is niwd,

A Deutsche official said the
bank was talking to several!
other big West German compa-
nies about such credits.

• Matsushita Bkrirte Works
of Japan has established a
$30Qm Eurocommerdal paper
programme for a Netherlands
subsidiary, Yamalchi Interna-
tional (Europe) said yesterday.

Bacot-Allain
sets up arm
BACOT-ALLAIN-FARRA, the
French stockbrokfog affiliate
of the UK's S. G. Warburg
group, has set up a subsidiary
to deal to French government
securities, writes George Gra-

The new company,
8. G. Warburg Bacot-Allain
SA, will have a starting capi-
tal of FFrlSOm and will enable
the group to start trading
as a corresponding primary
Awjpr In French gnwwmnmmt
bonds.
Bacot-Allain was named a

corresponding dealer in May,
subject to setting up a sepa-
rate subsidiary. It has already
been an active trades- in the
government bond market.

Rhone-Poulenc issue

priced at FFr465
By Stephen Fkfler, Euromarkets Correspondent

AN international issue of
participating shares with war-
rants for the French state
drugs -and chemicals group,
Rh&ne-Foulenc, was priced yes-
terday by Shearson Lehman
Hutton, the arranger of the
offering.

The 3%m units, of one share
and three-year _ warrants
enough to buy a further share,
were priced at FFr485 ($74)
each, yielding the compa&y
$280m to help finance the take-

over of two speciality chemi-
cals businesses. The warrants
will he exercisable at FFr535
each, a 15 per cent premium.

A small fixed annual pay-
ment gives the non-voting
securities the tax advantages
of participating shares for the
issuer, but most of the pay-
ment is related to company
profits.

The shares were priced at a
slight discount to the previ-

ously issued non-voting shares,
which the company has issued
up to its 25 per wmt limit and
which dosed on Monday night
at around FFr469 apiece. The
new units were hid late yester-
day at FFr465. Shearson, Mer-
rill Lynch and Sod£t& Gfiner-
ale were underwriters.

Treasuries move narrowly

ahead of Thanksgiving
By Janet Bush in New York and Deborah Hargreaves in London

US TREASURY bonds were
narrowly mixed in quiet trad-

ing at yesterday’s midsession

after news that consumer
prices rose by Q£ per cent In

October.
The benchmark long bond

was quoted A point torn at

GOVERNMENT
BONDS

midsession while medium-
dated maturities- were quoted

around A point higher.

Tim gain of 05 per cent in

the CPI was in line with expec-

tations, but the &5 per cent
rise in the — excluding

food and energy - was some-
what disappointing. The bond
market had been looking for a
rise of 0.3 per cent, taking out
food and energy.
The latest monthly gain in

the CPI means that the index
has risen at an annual rate of

L6 per cent so far this calendar
year, still historically high
despite the weakening in the
economy this year. Bond econ-
omists also noted that, unlike
in previous months when food

and energy tended to boost the
index, price gains in October’s
report were broadly distrib-

uted.
Despite the fact that yester-

day’s release is rather worry-
ing for the bond market, the
reaction to the figures was
muted, with many traders
unwilling to take new positions

prior to the Thanksgiving Holi-

day tomorrow, when markets
are closed, and Friday, when
few people come bade to work.
The bond market was kept

an the defensive yesterday by a
softer dollar, particularly pro-
nounced against the D-Mark
which has been seeing heavy
demand recently. At mid-
session, the dollar was quoted
at DM1.8180 compared with an

BENCHMARK GOVERNMENT BONDS

Coupon
RedMe Price Change Yield
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UK GILTS 13.500

. 9.750
9.000

9/92
1/88

10/03

103-29
94-11

S2-22

+ 6/32
+ 2/32
+8/32

11.82
10.81

ax
1181
10.65
0-72

11.56

1063
9.65

.US TREASURY * 8.000
8.125

8/09
8/18

1004)5
102-12

+ 302
+ 2/32

7.90
7.91

7.69
7JBJ

7.92

734

JAPAN No 111
No 2

4.600
5.700

6/98

3/07
94.4231

101.3252

-0.109 S£6
£55

5.55

£54
6433

£21

GERMANY 6.750 S/99 95.5000 +0250 742 7.44 7.01

FRANCE BTAN
OAT

BJD00
6.125

7/94
sms

93.7060
93.7000

+0.020
-0.050

9.72
9.13

9^2
8SB

924
8.79

CANADA ' &500 10/98 99.5500 -0.535 9.57 9.41 9.46

NETHERLANDS 7-250 7/89 96.0400 +0.090 7.84 7.76 7.41

AUSTRALIA 12.000 7/99 92.7020 -0.303 13.36 1329 13.70

London dosing, 'denotes New York morning session
Yields: Local market standard Prices: US, UK m 32nd eL, others In decimal

Toctvrlcnl DmImIATLAS Price Sources

earlier New York high of
DML8385.
Fed funds continued to trade

between 8& per cent and 8K
per cent

THE UK gilts market
enjoyed a softly undulating
day yesterday as a period of
consolidation followed Mon-
day’s squeeze. Gilt prices were
slightly erratic as pressure
continued on sterling, but
there was not enough activity
in the market to create any
severe choppiness.
The bond market held its

own as sterling fell through a
key support level against the
D-Mark to trade below DM235
at its lowest level since March
1987, in spite of interventionby
the Bank of England. The
Bank of England's sterling
index dosed at 873 after being
pushed down on Monday to
dose at 873.

. Although bonds lost. a few
Holts around midday, a small

wave of cheap buying later in
the day was enough to support
the market. The Treasury's
benchmark 11% per cent bond
closed % point firmer at 109%.

Some of the buying yester-

day afternoon was led by the
futures market, where some
12300 lots changed hands.
"There is a continued ner-

vous undertone to the market
in advance of Thursday's trade
figures,” explained Mr Chris
Antony at UBS Phillips &
Drew. “No one wants to get
caught with short positions.”

IT WAS another thin day of
trading for the West German
bond market where bunds fell

1

slightly at the open of the mar-
ket but soon recovered. A
firmer bund futures market
pulled the cash behind it yes-

terday morning to leave bunds
trading at levels almost
unchanged from Monday’s
close.

The Government's 7% per
cent 1999 bund was unchanged
at 9730 with a yield of 7.43 per
cent. Although the German
bond market is offering its

highest yields for four years,

investors' concerns about
future inflation have been
enough to keep the market
bearish. The market W3S quiet
ahead of today's holiday.

Tokyo postpones special members plan
THE TOKYO Stock Exchange
(TSE) has postponed indefi-
nitely discussion of a plan to
introduce special memberships
and will accelerate the
approval process for new regu-
lar members, Mr Minoru
Nagaoka, exchange chairman,
told a news conference in

Tokyo, Reuter reports.

“The new system should be
considered separately from dis-

cussion of individual applica-

tions for regular membership,
which should be decided first,”

he said. "We want to reach
some concrete decisions on
deriding new regular members

by the end of this year.

“At the latest, final derisions

will be made by next spring,”

Mr Nagaoka said.

• Malaysia’s Projek Lebuhr-
aya Utara-Selatan has signed a
2.54bn ringgit syndicated loan
to finance the construction of a
annftm North-South highway.
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RISES AND FALLS YESTERDAY
British Funds
Corpomions, DominionandFor^n Bonds——
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Mines .....
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Totals.

Rises Falls -Saint
57 20 25
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211 544 844
147 143 387
21 38 34
3 0 6

.51 27 88
45 108 %
548 893 1,497
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Calls in London UtcL, Vaul Ronds,
Cluff Oil Warrants, Burmah,
Tamaria, S.W. Wood, Rosnhwugb,
Aviva PeL, Waforford Glass,
Blaefea Lata, Premier Cons^ WaL
tar LaMranca, Brtostr A Coma.

LONDON TRADED OPTIONS

QUIET returned to the London
Traded Options Market yesterday
after Monday's brief burst of
activity which pushed volume up
by some 10,000 lots. -Volume
slowed back to a dismal 25,735
contracts yesterday divided
evenly between puts and calls
with 14,679 call options changing
hands and 11.056 puts.

Activity In the FT-SE 100 Index
option was boosted by a large
spread trade in the stock index
futures contract which prompted
Index options to rally by mid-
morning. The FT-SE 100 Index
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option traded 8^)07 lots with 3^52
calls trading and 4,845 put options
changing bands. The busiest
series was the November 2^*00
call option which traded 1,335
lots.

Some Individual stock options
were active with British Gas trad-
ing 1,399 contracts with 705 calls
changing hands and 694 put
options traded. Hanson traded
1,393 lots most of them calls
which traded 1,330 with Just 63
put options changing hands.

British Steel was the third most
active stock option and traded
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1.332 contracts with 293 calls
changing hands and 1,039 put
options. The most active series
was the January 120 put -option
which traded 516 contracts.

Ferranti traded 1,311 options
with 1,038 call options changing
hands and 275 puts. General
Electric Company traded 912 lots
with 516 call options changing
hands and 396 puts.

Exchange open Interest rose
yesterday to 861.714 lots with
open interest in the FT-SE 100
option at 125.149 Iota.
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UK COMPANY NEWS

Boost from increased passenger traffic and property activities

BAA advances 17.7% to £186m
By Ray BasJiford

BAA, formerly British Airports

Authority, boosted pre-tax

profits 17.7 per cent during the

six months to September 30

aided by a rise in passenger

traffic and an increased contri-

bution from property.

Sir Norman Payne, the chair-

man, yesterday said that the

pre-tax figure was £186m com-
pared with £158m in the previ-

ous corresponding period.

Earnings per share advanced

23.6 per cent to 25.7p a share.

BAA, which was privatised

two years ago and operates
seven US airports including
Heathrow and Gatwick. experi-

enced a 4.1 per cent growth in

the number of passengers
using the airports to 39.9m.

“We have seen consistent
growth in European scheduled
domestic and Irish Republic
traffic and while North Atlan-

tic business was sluggish other

long-haul traffic was satisfac-

tory," Mr Mike King, the man-
aging director of the airports

division said.

The company’s commercial
activities at airports through
duty free stores and the leasing

of commercial outlets rose by
17.7 per cent £i39m. Duty free

spending rose 13.6 per cent to

£69.6m and other aircome rose

by 22J2 per cent to £69.4m.

Sir Norman repeated that he
does not believe the harmoni-
sation of European taxation

and the elimination of frontier

controls will be achieved by
the beginning of 1993.

About one-half of turnover

from duty free Income is

derived from intra-EC traffic

and harmonisation could have

a sever effect on this aspect of

the group’s business. Revenue
from charges to airlines forma

46 per cent of total income at

E199m, down from 48 per emit

at the same time last year.

Total group revenue
advanced 18.7 per cent to

£43im. Sir Norman said that

the additional time passengers

spent in airport lounges as a
result of the record delays dur-

ing the six months made only a
small contribution to the
growth in turnover.

The result was adversely
affected by capital expenditure
on security which was com-
menced in the wake of the
Lockerbie disaster when a Pan
Am 747 was blow up by a
bomb. The company has
recruited an additional 880
staff and plans to spend a fur-

ther £10m to tighten security
at all airports.

The group’s property
operations, which have acceler-

ated sharply following the
cvflftn acquisition of the Lyn-
ton group, made a £10m contri-

bution to pre-tax profits on an
£18m turnover compared with
a £3m profit last year.

Lynton was acquired to prin-

cipally develop land around its

Sir Norman Payne: European harmonisation irnfflrely by 1893

seven airports including resi-

dential, car parking and hold
ventures.

Property will be an increas-

ingly important profit genera-
tor for BAA, particularly as the

company begins to bear the
brant of the £4Q0m Stanstead
airport project
The interim dividend is lifted

by 28jS per cent to 4^>p.

See Lex

Hogg Robinson slides to £6.6m
By Ray Bashfford

THE STORM that has engulfed
the package travel business
forced a slide in pre-tax profits

at Hogg Robinson during the
six months to September 30.

In spite of sound perfor-

mances at its transport and
financial services subsidiaries,

profits fell from £9.5m to
£6.6m.
Mr Brian Ferry, chief execu-

tive, said that the business
travel operations grew and
secured the company's leader-

ship in the area. However, the
downturn in the package holi-

day market, caused by the
rapid rise in interest rates,
erased higher returns from the
business wiarfcwt

Overall pre-tax returns from
the travel business fell to
£3An (£5.8m) while turnover

finned to £29.7m (£27.6m).

The current half Includes the
weak winter months during
which the Impact of higher
interest rates will intensify.

Failing a strong improvement
in conditions, the division is

expected to return a loss for

the full year.

The higher interest rates bad
a severely adverse effect on the
company's estate agency
operations during the second
half of the company’s last
financial year, farcing it to dis-

pose of a 60 per cent in the
business to Sim Alliance in a
deal wrath £18m.The sale bol-

stered Hogg Robinson’s cash
reserves to £29m.
Following a £4^>m loss in the

second half of last year, includ-

ing a £2.im deficit at real

estate business, the group
returned pre-tax profits of
£5tn.
The transport division lifted

its contribution to group pre-
tax profits by 24 per cent to
£L6m (£i.3m) with Continental
Cargo, the trailer company,
returning what Mr Perry
described as an “excellent
result" Turnover in transport
operations rose to £5.9m
C£4£m).
The financial services divi-

sion improved pre-tax profits
to £940,000 (£910,000) with the
group's personal insurance
business malting a strong first
half contribution.

Directors have recommended
a maintained 2p interim divi-
dend. Earnings per share were
&71p (B-SSp).

Narfooroogh Plants
up to £359,000
Narborough Plantations lifted
pre-tax profits from £306,000 to
£859.000 in the year to June 30.

Turnover for the period rose
from £419,000 to £524,000; after

tax of £92,000 (£74400) earnings
per lOp ordinary share were
L89p <L73p). The final dividend
is a proposed lp making a total

of Ujp gross (same) but this

time there is a gross bonus div-

idend of 05p (0.3p).

F & C Eurotrust

The net asset value of F & C
Eurotrust unproved from
239.3P to 340.6p over the 12
months to end-September.
Net revenue dining the year

expanded to £415,000, up from
£321,000 last time, and the divi-
dend of 2.16p (2p) is payable
from earnings of Z6p (2.66p).

MBOs-WHO’SNEXT
JW'FLM)

KENWOOD
HjyWju; >-[ -'.tor:her ivN

)

- - Hnaffcc.p&tiU
;E5 'i •riiflior,

HAYSPLC

buy-out-November1987
Finance raised

.£275 million

FLOTATION
OCTOBER1989

BPCC

buy-out-January 1989
Finance raised

£265 million

HUMBERCLYDE
FINANCEGROUP
buy-out- September 1987

Finance raised

£204 million

SALETO COMPAGNIE
BANCAIRESA
AUGUST1989

CARADONPLC

buy-out-October 1985

Finance raised

£66.7 million

FLOTATION
JUIY1987

FAIREY
GROUPPIC
buy-out-December 1986

Finance raised

£50 million

FLOTATION
NOVEMBER1988

RENTCO
INTERNATIONAL

buy-out-May 1987

Finance raised

£45.8 million

SALETO
TDPHOOKPLC
DECEMBER 1988

NKFH0UDINGBV
(led byCandover's Netherlands

Associates.Venture Capital

Investors BV)

buy-out-December1986
Finance raised

£38.4 million

FLOTATION
(AMSTERDAM)
MAY1988

DWEKGROUP

buy-out-September 1988

Finance raised

£38.1 million

TALLENT
ENGINEERING

buyout-January 1989
Finance raised

£11 million

RECHEM
ENVIRONMENTAL
SERVICES PLC

buy-out-December 1985
Finance raised

£2-25 million

FLOTATION
MAY 1988

9
4

Candover Investments are leaders in management has recently raised a £319 million fund for

buy-outs. We have organised over forty buy-outs investment in UK and European buy-outs,

world-wide ranging in size from £1 million to Candover is continually discussing potential

£275 million. management buy-outs with companies,

Candover has invested in aU of S managers and advisors. If you think you

them and our judgement has been f ns \ could be next, contact Roger Brooke

rewarded by their success. Candover \ v^AJNLHJVlliXC / or Stephen Curran on 01-583 5090.

Cedric House, 8-9 East Harding Street, London EC4A 3AS.
Issued byCandovef Services limited,a memberof FIMURA.

Sedgwick
beats City

forecasts

with £75m
By Patrick Cockbum

SEDGWICK GROUP, the
international insurance bro-

ker, exceeded market expedi-

tions by raising pre-tax profits

from CTOAn to £7lL3m for the

first months of 1989.

Earnings advanced 7 per
cent to £5&3m, representing

llJfc per share (lip). There
was a 2 per cent increase in

revenue to £4$6-lm on con-

stant exchange rates. Largely

canceled oat by a slight rise

in expenses.
Investment Income and

IniHrmet increased by £7m to
£44.9m. Revenue growth is

lower than the 5J per cart
ywi in the first half partly

because Sedgwick’s Lloyd’s
members agencies have
already produced their results.

Mr David Rowland, chair-

man, said yesterday: “We
maintain our emphasis on
expense control. The slight

increase In the third guarter is

primarily due to increased
staff costs.” He was pleased
revenue was increasing even
after stripping out currency
ptnft
Sedgwick employs about

liMMO people overall and there

was some impact from June
salary increases in the UK.
Benefits from fixe company's
early retirement programme
in the US is yet to come
through.
Mr Rowland also played

down talk of increased inom-
once rates in the wake of Hur-
ricane Hugo, the San Fran-
cisco earthquake and other
catastrophes in the US.

fimwmwHng OH the possible

effect of recent losses by fixe

insurance wm***, he it

was too early to know whether
rates would actually harden.
He added that he wanted to

discourage unrealistic expecta-

tions though there wire some
areas such as oil facilities

where rates were at least no
longer faffing- He said fixe pio-’

tore would become dearer as
renewals ««« through.
Sedgwick has been unable to

sell its two major London
properties - Sedgwick Centre
imii AMgate House — but Is to
reduce the amount of space it

uses in order to let some parts
of the buildings.

Boardroom differences prompt

Regina chief to quit the hive
By Katharine CampbellBy Katharine Campbell

THE QUEEN bkf. has left the

hive, delivering Regina Health

& Beauty, the manufacturer of

royal jelly, firmly into the
b«mdw of the financial men.
The resignation of Irene

gfain cfarirmaTi and founder Of

a mmpany which claims cus-

tomers for its potion among
believers ranging from numer-
ous members of fixe Royal fam-

ily to the entire MHlwall foot*

ban taam, is understood_to
result from boardroom differ-

ences about cost control.

Rogina had run into trouble
Tmrg before last month, when
the romance author Barbara
Cartland announced she had
stopped using royal jeDy and
questioned whether there were
enough worker bees in the
world to share the juices they
feed their queens with the
beauty industry.
Last year, Regina suffered an

explosion of administrative
and distribution costs - launch-

ing a skin care range as well as
Animal Magic for the dwwnwna

of Crufts - that ate sharply into

profits.

Despite a 71 per cent
increase in sales to £5£5m in

the year to June 30,:pre-tax

profits inched up a mere 5 per
cent to £754,000, as administra-
tive expenses more than dou-
bled to ra.gm, and distribution

costs climbed to £999,000 from
£537,000.

Mr Gerald Staler, previously
finance director, has been
appointed to succeed Mrs Stein
as chairman. He joined Regina
fan time in July from his own
accountancy practice. He
declined yesterday to comment
on Mrs Stein’s resignation.

However, he said expenses
had escalated while growth
rates since July had fallen
back. He blamed the slowdown
in consumer demand, rather
than a more, competitive
marketplace.
A number ofcompanies have

been running aggressive adver-
tising campaigns for similar
but vastly cheaper jellies in
recent montits, but “they are
in a different market from us,"
he
“As the recently published

accounts stow, the opportuni-
ties available for the compa-
ny’s products remain very posi-
tive and under my

chairmanship I believe the full

potential for the company can

be realised."

Meanwhile, budget pruning

frag included staffing levels cut

by a third, and a general cut-

back in expenses, as well as a

tbs departure of Mrs Stein, "ft

mniH be very positive," accord-

ing to the new chairman. Spe-

cifically, he sees "promotion
possibilities in being able to

use a lot of celebrities in our

advertising, rather than just

Mrs Steffi."

Regina expects decline In

profits in the six months to

December 31 from the same
period in 1968, but hopes to do
better tn the traditionally mare
buoyant second half of its

financial year.

The share price fell 3p to 14p
yesterday, compared with the

20p introduction price on the
OSM two years ago. The stock

had climbed as high as 106p

before the October 1967 crash.

Mrs Stem, who has gradually

been reducing her sharehold-

ing in the company in the past

two years, held 6£m shares at

the raid of October.

Small holders accept as

offer for Rothmans is

declared unconditional
By NDdd Talk »

PROVING THAT it never pays
to prejudge private investors*
arifan, 52 «w»H «h«n>t>nlH<wg

have joined Philip Morris, the
US tobacco and food conglom-
erate, tn accepting the offer
Richemont, the Swiss-baai
group wwitwiiM by the- South
African Rupert family, for
RnXtmwiw Tntgmatinnflj

Their total acceptances cover
just 3L075 B shares, and the
smallest shareholder owns
only five shares.
Formal receipt of tire Philip

Morris acceptance - in respect
of its much more' substantial
24-9 per cent voting interest —
caused Richemont to declare
the nffiPf imcmulifittfliil as to
acceptances yesterday. Riche-
mont already owns a 43B per
cent voting interest in Roth-
mans, and the addition of the

Morris stake, which was
pledged irrevocably to accept
at the outset, will take the vot-

ing interest up to 6&8 per cent-
The hid remains {yen

December 6, but Richemont's
advisers appear more hoprfol
tb«t some small shareholders
might withdraw their accep-
tances, rather than wanting
more shares to come in. 17x6
Md hM hwm pttnhwt in imat.

tractive twins: it offers inves-

tors unlisted loan notes and
the terms are valued at well
below Rothmans current mar*
ket price. Richemont has made
Clear that Rothmans* Hating
will be retained.
Formal advice from the

Rothmans’ board to sharehold-
ers will be given tomorrow
along with sews of the com-
pany's fatarhn figures.

York increases

preference issue

for acquisition
A fall in the share price of
York Trust has provoked a
change in the "earnout pay-
ments" in relation to the acqui-

sition of Babcock & Brown
(UK), the money broking
group.
York paid an initial £l9m

satisfied by fixe issue of a mhr
of convertible preference and
ordinary shares. A Anther pay-
ment was to be made if pre-tax
profits at BAB topped £3.4m in
the year to end-March ms. in
the event, them profits reached
£6-7m.
However, York said that the

number of shares issued was
"significantly higher" because
of Its recent share price EalL

So, in order to prevent anyone
frnJdfag over 30 per cent of its

ordinary shares, proportion-
ately more preference shares
were being issued. This will
give Babcock & Brown Inc 24J)
per cent of the ordinary overall
and Mr Babcock, 5J percent

SW Wood plunges £1.9m into the red
By Yj HouftSer

S W WOOD, the metal traffing

group, yesterday announced
that it had plunged sharply
into the red, following severe
losses at its steel trading sub-

sidiary, Braemar.
ft reported a pre-tax loss erf

gUttm for the six months to
September 30, compared with a
profit of £792,000, and is pass-

ing the interim dividend <2p).

Mr Robin Matthews, chair-

man, and his broths, Nigel,

who joined the group in March
when they took a major stake,

said they were considering
their position.

The problems at Braemar,
which will now be closed, stem
from a collapse in steel prices

in the Far East; which led to
the company being over-
stocked and burdened with
increased interest costa.

The loss is fax more serious
than that anticipated at the
AGM in September, when the
group announced that its per-

formance would be adversely
affected by rfifflrnft trading

The sharp deterioration is

the latest episode in a period of
upheaval for the company. In
August 1987 Braemar joined
Wood, a metal merchant and

Robin Matthews, chairman deft) and his brother Nigel:
considering their position

processor, through a reverse
takeover.
In April this year the South

African Matthews brothers
joined the company with the
hiteuttau of moving into manu-
factoring, marketing aryl dis-
tribution of industrial prod-

ucts.

The Matthews brothers
headed a group of investors
including Schroders, Foreign
and Colonial investment Trust,
Henderson Group, English and
Scottish Investors and City
Group, which together took a

36.7

per cent stake.
The shares which were

bought by these investors at

IfiOp quickly went up to a high
of 273p. Since then the price

has collapsed to 55p, following
a 14d fell yesterday.

Net asset value has been
reduced to about £2.2m
although the company said the
closure of Braemar would
leave the group ungeared.

Elsewhere, in the aluminium
smelting division there were
delays u the completion of
new plant and pressures on
margins. Trading conditions in
the metal trading depots were
reasonable but there were indi-

cations that the second half
would be less buoyant
The property trading divl-

rion ffid not contribute during
the first six months and will
not contribute during the cur-
rent year. An extraordinary
charge of £l.3m included
£450j000 provision for deferred
tax in respect of property sales
last year, which will become
payable If farther investment
in qualifying assets is not
made by March 1391
Loss per share worked

through at I5.5p (earnings
R3pV

With funds of over SIOO
million accessible, you
could have the value of
your fleet immediately
available for more
productive use in your
mainstream business.

A sale and leaseback
package with Cowie
Interleasing offers
improved gearing and
interest cover ratios at
highly competitive
rates.

Vou retain use of your
vehicles and enjoy the
additional benefits of
accurate budgeting and
reduced administration.

For further details
contact:

*Qgm/iiE
North
wafOiMMid»tB«ndlnrf.9amiwnl
Hytton Road, Sundertond 5R4 7BA
Teh (091) BIO 0494 F« <0013 6144124

Midlands
Central Jttl South. North Uraorml SouthWoot
1S7 Broad Street, BfrirWtgtiamBlS ICO
Tote COZt) G924ZZ2 Fax: C021> 6439034

South
CanM «Sam lendon.«wSeutNtetg &UftWamAvewa5lauoi,a < 4^=Tat COT53J 22891 Fax:CttSna
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IT’S 4fPOSSIBLE

Slowly, with expression

Music by A. MANZANERO
Lyric by SID WAYNE

poe * si - ble. Tell the sun to leave the sky. It's just - pos - si - Me,

- pos - si - ble. Ask a ba - by not to cry. It's just

pos- si - ble. Can I hold you clos - er to me, and not

feel you go - ing through me,. Split the sec -ond that I

nev • er think of you? Oh, how - pos - si - ble. Can the

o - cean keep from rush - ing to the shore?It's just . - pos - si - ble. If I

had you. could I ev - er want for more?It's just wt? - pos - si - ble.

j7. t-L’j 7 ?rr

tv «•?*? Om'T
1

i -j
’

1

Artdto - mOr *jows_^. shouldyou ask me for the .. world, some-how I*d get it, I would

sell my ver - y- y soul and not rc - gret it,. For to live with- out your love is just 4^
Tacet

pos- si -ble. pos - si - ble.

y r -4'. .-v,

©Copyright 1968 ud 1970 bj Edhorlul Mexico. de Manic* SA DB CV.
AO right* for the British Commonwealth (excluding Canada end Australia) controlled byBMG Mnelc Publishing Ltd.. 3 Cavendish Square. London VUI 9HA.
International Copyright Secured. Reprinted by kind pennlanion of the publisher. All Rights Reserved.

There ere two ways of looking at a volatile market. One way is cautious;

battening down the hatches. The other way is positive; looking for th

opportunities. If you want to look for the opportunities 81 PLCL 61 WATERLOO ROD. LONDON SCI 8XP TEL: 01 928 7822.

si Capital and 31 ventures boston. Massachusetts.

in venture capital, you should talk to us. Because w< USA. TH. <517 64Z 8500. 31 CAPITAL AND 3i VENTURES NEWPORT

BEACH. CALIFORNIA. USA. TEL: 714 720 1421. 3i VENTURES.

cover all aspects of the market; management start-ups.
MENLO PARK. CALIFORNIA, USA. TEL: 41S 864 333a 31 SA. PAfiia

growth capital, MBOs and MBIs. We’re confident we can France, tel 4a <o 9990. 31 sa. Strasbourg. France, tel

ea 36 1S88.IBERICA DE INVERSI0NES IN DUSTRIALES &A..

Help the right sort of people. If you’re confident too, why MAOfltft SPAIN. TEL 34 1 621 4418. 31 GESELLSCHAFT .FUR

INDUSTWEBETEIUGUNGEN MBH. FRANKFURT, GERMANY, TEL

not give us a ? In total confidence, needless to say. 46 89 740836.3: JERSEY LTD. ST HELSER. JERSEY.TEL 0&34 38229

3 AUSTRALIA LTD. MELBOURNE. AUSTRALIA. TEL 3 814 3249.

...MAKE IT YOUR BUSINESS TO CHANGE
•INVESTORS IN IhIDUSTftV.

\



\ 53S3Ste«r

NOVEMBER 22 1989

UK COMPANY NEWS

An attempt to reduce cyclical exposure
Maggie Urry looks at the advantages of the latest takeover in the paper industry

T HE independent career

of UK Paper, which yes-

terday agreed to a take-

over bid hom Metsa-Serte, a
large Famish forest products

company, has been a short but

merry one.

From a management buyout
from Bowater Industries at

£3Sm in September 2986, the

company floated on the stock

exchange in March 1988 at 135p

a share, giving a market value

of £lQ8m.
Yesterday's takeover price of

330p a share valued the group
at £263m.
The management and

employees of UK Paper took a
20 per cent equity stake in the

buy-out and will have made
several fortunes from the take-

over. Mr Tom Wilding, UK
Paper’s chairman, despite sell-

ing some of his shares in the

flotation and since, still has
1.6m shares, worth £5.28m at

the takeout price.

These figures illustrate just

how volatile the paper industry

can be. Upswings are dramatic
- UK Paper was barely profit-

able in 1986 and made £19m
pre-tax in 1983. However,
downswings can be just as
sharp and uncomfortable.

£t is this cyclicality which is

in essence the purpose of yes-

terday's deal. It is founded

entirely on industrial logic, not
financial wheeler-dealering,

and is part of a pattern of
mergers and acquisitions In

the paper industry worldwide.

UK Paper specialises in fine

papers - with uses ranging

from photocopying, through
stationery, to high quality

printing such as annual
reports and prospectuses. It

buys its pulp, the main raw
material for the paper, from
other companies.
The pulp price has been ris-

ing inexorably for the last

three years, although it now
looks to have peaked. But la
recent months, a weakening of

demand for UK Paper’s prod-

ucts has meant it was unable
to push through price
increases sufficient to cover
the pulp price rises.

Therefore, margins have
been squeezed “to an extent
which may not currently be
fully anticipated by the stock
market” the company said yes-

terday. Although interim prof-

its were up, the company was
hinting yesterday that foil year
profits will be lower.
This should only be a tempo-

rary problem. But it is a strong
motivation for the deaL MetsS-
Serla, as well as making floe
papers like UK Paper, is a large
producer of pulp, selling half

,vvr*.

Equally important to paper-

makers is a need to expand
geographically. Big is beautiful

has been a cry within the
industry for sometime as the
paper industry becomes

v
: i

*
,

4
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Mnfflr-rvandcrlfaer
AH those in favour . . . Gnstef SuHarhime (leftX chairman of
ttetsa-Serla, with Tom Wilding his counterpart at UK Paper

the 840,000 tonnes a year it

nvitaa on the open market. UK
Paper, on the other hand, buys
180,000 tonnes of market palp a
year.
The pulp price is currently

making the seller’s operation
very profitable, white squeez-

ing the buyer’s business. One
day, without doubt, the bal-

ance will shift the. other way.

Getting together means that
the enlarged group is less
exposed to the swings.
This desire for vertical inte-

gration is a powerful force
within the paper industry gen-
erally, as groups try to tie up
supplies and outlets for their
products, forging a chain from
forests to cardboard boxes or
household tissue.

Metsfi-Serla makes 30 per
cent of its sales within the-

European Community, but has
little production capacity
there. As the EC moves
towards a single internal mar
ket, it is becoming a pressing

need for companies outside the
market to gain a production

foothold fasida.

Already there have been
numerous acquisitions of EC
paper companies by Scandina-
vian and North American
paper groups - such as Inter-

national Paper of the US tak-
ing over Anssed&t Bey of
France, and Svenska Cellnbsa
ofSweden buying operations in
a number of EC countries.

Therefore, the deal neatly
solves a number of problems
for MetsS-Serla. At the same
time it allows UK Paper to
become part of a* larger grotq)
better able to compete interna-
tionally. Mr Wilding said yes-
terday that if UK Paper was to
compete effectively in Europe
he felt “it would have been
very difficult to stay the sort of
size we were.”

Current
payment

Date of

payment

Correa -

ponding
dividend

Total
for
year

Total
last

year

Amber Industrial Int 4.4 Jan 11 3.75 - 13.5
Apoflo UetateS ~—_fln 1.33 Jan 17 - 2 -

BAA int 4.5 - 3.5 - 9
CttrlsUe Group ._~~.int 1.4 Jan 25 1.4 - 4
Ctty London PR § Int 0.95 Jan 5 0.75 2-25

Control Tecta —(in 3.7t - 3 5J»t 4.5
Cooaft _. fin 6 Jan 24 4.5 10 7
F&C Eurotrust — fin 2.16 . 2 2.16 2
Gibbon Lyons§ _ Int 1.9- - 1.7 - 5.1
Hartwell _ . —int 1 Jan 31 1 - 3.1

Hoag Robinson IrU 2 - 2 - 4.7
Mercury Asset ——int 5 - 3J • 15
Kerborough Plant —fin 1-SJ* — 1.3f* m 1.8**
Readicut . —Int 0.63t Jan 15 0.57 3.16

Int 0.7 Jan 24 0.7 m 2JS
Scantronic —int 0.715 Jan 11 0.55 - 2.16
Stratagem Group —fin 3.5 - 3 3JS 3

—int
—int

tCS
nil

" 3.7
2 :

12*
5.

Young Brewery _—Int 5.5 Dec 8 4.7 - 102

Dividends shown pence per share net except where otherwise stated.
‘Equivalent after allowing for scrip Issue. tOn capital increased by
rights and/or acquisition Issues. §USM stock. jgUnquoted stock. Third
market JGross. ^includes bonus of 0.5p (O.Sp).

mr,2

Control Techniques expands
FURTHER STRONG progress
rtirrmgh the second six months
enabled Control Techniques,
the electronic variable speed
drive manufacturer, to lift prof-

its from £2£9m to a record
£4A2m pre-tax for the frill year
to end-September.
The year, an active one for

the Wales-based group on the
acquisition front, saw sales
rise by £14£8m to £37.7m -
also a record.

And with turning* MWPrging
3-6p higher at 16.6p sharehold-

ers are to receive a lp lift in

their dividend to EL5p, the final

hpfng 3.7P (3p) on the enlarged
capital
Mr Trevor Wheatley, chair-

man, said that despite prevaU-
fap high interest rates, stream
itenarMi was continuing teafl
group products in the current
year.
Companies acquired during

the past 12 months had under-
gone post-acquisition reviews
and restructuring in order to

ensure their successful integra-

tion into the group.
The year saw five businesses

join the group and new prod-
ucts were continuing to be
developed and introduced to
the wiarkg*L

Furthermore, Control Tech-
niques planned to extend or
replace existing factories in
Italy, Singapore and the
UK
At yearend the group’s prop-

erties were valued at £2Jkn,
representing a surplus of£L7m
which was credited to
reserves.
The group’s shares dosed 3p

lower yesterday at 222p.
-

Correction

BET
Hie table published with BETs
results yesterday showed divi-

sional revenues, not operating
profits.

COSALT
RESULTS FOR YEAR ENDED
3rd SEPTEMBER 1989

FINANCIAL HIGHLIGHTS

Executive, reports, "I am happy to

report another year of excellent

achievement.” Copies of the Annual

Report for 1989 will be available

shortly from the Company Secretary.

teas teas INCREASE
4000 £000 *

TUrnover 75.0M 64330 17.2

Profit before fax 5,03a 3.170 58.0

Profit attributable to

Shareholders 3,225 2,418 33.4

(Bafora ExtnordhwryBmi)

Dividends 1040p 7-OOp 42.6

Earnings per share 29.tap 21.66p 34.6

COSALTpJc VMi CourtBowLww. London EC4 W: 01-2480846 fine 01-2303828

Howden plans £7m expansion
Howden Group, the
Glasgow-based specialist engi-
neer, has announced a £7m
expansion and refurbishment
programme at its two Scottish
manufacturing bases.
The group is spending £&3m

at James Howden In Renfrew,
and £3.7m at its factory in
Craigton, Glasgow. The pro-

gramme is scheduled to take
nine months to complete.
Howden also unveiled Hie

acquisition of Far East Drilling

Consultants and Suppliers
(Fedco) of Hang Kong.
The consideration, is an ini-

tial HK$14m ism) and fur-

ther up
to fim

This advertisement Is issued In compliance with the requirements of the Council of The Stock Exchange and does not
constitute an invitation to the public to subscribe for or purchase shares.

Application has been made ro the Council of The Stock Exchange for the grant of permission to deal In the Ordinary
shares of the Company in the Unlisted Securities Market It is emphasised mat no application has been mode for these
securities to be admitted to listing. Subject ro the passing of the necessary resolutions at the Extraordinary Genera/
Meeting of the Company convened for 27th November. 1989. dealings in the Ordinary shares are expected to
commence on Tuesday, 28th November, 1989.

ALLIED INSURANCE BROKERS
GROUP pic

(incorporated in England under Hie Companies Acts 1943 to 1981. Registered No. 16451021

Rights Offer
of 3,319,000 Ordinary shares of lOp each at 1 lip per share

in connection with the proposed acquisition of

Neil Lewis & Associates Group Limited

Introduction to the Unlisted Securities Market

Share Capital

Authorised
£1,300,000

Issued and to be
issued fully paid

£983.604.90in Ordinary shares of lOp each

The Ordinary share* to be Issued In connection with the Rights Offer and the acquisition referred to above will rank
po/i passu In all respects with the existing Issued Ordinary shares indudlng the right to receive all dividends and Other
distributions hereafter declared, made or paid, save for the right to receive the interim dividend in respect of the six

months ended 30»h June. 1989.

The Group's principal activities as enlarged by the acquisition of Neil Lewis & Associates Group limited will be the
provision of general insurance broking services, creditor insurance services and financial services as corporate clients
in the United Kingdom.

Particulars retiring to Allied Insurance Brokers Group pic are available in the Extel UnBsted Securities Market Service.
Copies of the particulars may be obtained from the Company Announcements Office of The Stock Exchange on the
23rd and 24th November. 1989 and during normal business hours on any weekday (Saturdays excepted) up to and
including 6th December, 1989 from:

Laing & Crutekshank,
Broadwalk House,
5 Appoid Street,

London EC2A 2DA

Goutdens.
22 Tudor Street,

London EG4Y Oil

22nd November, 1989

Young
cautions on
second half
PRE-TAX PROFITS of Young
and Co’s Brewery Increased by
7.4 per cent from £2.42m to
£2.6m in the half year to Sep-
tember 30 but there were no
property gains, this time com-
pared with £346,000 in the cor-
responding half erf 1988.

At the trading level, profits

displayed a 25 per cent advance
to £3.oim (£2.42m).

Beer volume rose 3 per cent
helped by the excellent sum-
mer weather. Mr John Young,
chairman of the south London
brewery, said profits advanced
in virtually all activities, par-

ticularly from a continuing
strong performance in the
managed houses.
They expressed caution,

however, that the second half
may be affected by the squeeze
on retail sector spending.
Turnover improved from

£23.43m to £25 .68m; interest
payable rose from £338^36 to
£410,217 and after tax of
£910,963 (£848^91) earnings per
share were up some 8 per cent
to 13-I5p (i2JL9p). The interim
dividend is raised from 4.7p to
S^p.

Amber Industrial

ahead 39%
Amber Industrial Holdings, 75
per cent owned by Caledonia
investments, lifted pre-tax prof-
its by 89 per cent to £984,000 in
the six months to September 30
against a previous £706,000.
Turnover rose by 11 per emit
from £5.43m to £&oam.
Earnings per lOp share

advanced 19 per ermt to 19.5p
(l6.4p) after a higher tax
charge Of £474,000 (£275,000).
The interim dividend is
increased to 4.4p (3.75p).

There was an extraordinary
£255,000 credit, being the profit
on disposal of the company's
interest in March Cold
Stores.

Mr Peter Buckley, cfoirnum,
said that the open offer to
shareholders to finance the
acquisition of ServoChem and
Formal Blending, and to pro-
vide finance to develop Amber-
sil’s specialty chamiraiia busi-
ness had been completed and
the acquisition had taken
place.

Gibbon Lyons up
46% to £702,000
Gibbon Lyons Group, file USM
quoted printing ink manufac-
turer, reported a 46 per cent
increase from £482,000 to
£702,000 in pre-tax profits for
Hie six months ended Septem-
ber 30, on turnover 74 per cent
higher at cri™

Directors said that so far the
company had not experienced
any downturn in sales. The
JCR subsidiary increased sales

by 23 per cent and Gibbons by
28 per cent and ET Marier,

screen printing ink maker, per-
formed well with plans for
expansion now being imple-
mented.

rftfl jfWtlR Of thfl UruuO IDOTB
thandoubled at£536,000
(£216,000).

Earnings per share emerged
at 6.5p (6p) basic and Kip (5.6p)
frilly diluted. The Interim divi-

dend is Increased from L7p to
L9P.

International Media
dips Into tbe red

International Communi-
cations, the USM-quoted audio
and video tape marketing com-
pany, reported a pretax deficit

of £S84JKX) to the year to end-
AprJL
The outcome, struck on turn-

over of £2.47m (£887,000), com-
pared,with a profit of £182,000
m the previous year and came
after losses of £130400 (£61*000)

from discontinued operations.

sDirectors said the
painting" results were
attributable to losses
by International Media Com-
mmdcsttODB (Video) which was
acquired in August of last
year. The company has lodged
a ribrfm muter warranties given
by the vendors. Agreement is

anticipated shortly, they
stated.

Tbeioss per 5p share worked
through at (L87p (earnings of
U5p). No dividend is proposed.

Rexmore falls to

£0.5m in first half

High interest rates and a
reduced contribution from J
Rosenthal affected the first

half at Rexmore.
Turnover to the six months

to September 30 fell to £24m
(£28m) and the pretax profit to

£503.000 (£846,000), after inter-

est of £523,000 (£402,000).

The figures were not strictly

mmparahie because of the sale

of Wakhnans and Rosenthals,

explained Mr Abraham Rosen-

blatt, chairman. Turnover of
continuing businesses was
ggi-sm (£l8.3m), with demand
to fabrics and timber products

confirming at planned levels.

Activity in the third quarter

Expanding
Scantronic

improves
to £3.1m at

six months
By Jane Fuller

SCANTRONIC Holdings, a
matepr of burglar nlgn"« and
medical alert systems,
has been breaking into new
markets In North America
and Enrope, sending
interim profits to
more than twice last year's
levuL
Taxable profits advanced to

£3.1m (£lv43m) on a 74 per
cent increase is turnover to
£U£87m In the six mouths to
September SO.

The improvement came
despite a substantial increase
in . interest payments to
£809400 (£178,000) after acqul-
sitions in file US and France.
Gearing stands at about 50 per
cent
To support the assault on

the North American market,
the company has opened a
30AJ0 sq ft factory m Costa
Rica.
Mr Chris Brookes, chief

executive, said significant
savings would be made on tire

manufacturing work that
was previously contracted out
Scantronic iu*g made Paris

tire centre of its Alarm Parts
distribution network, which
extends into Spain, Norway
and Denmark and sells other
makers* goods as well as tire

parent’s.
The ScantXOlriC iwminrmdnr.

ing and selling operation is in
Hmyi wwmtrtoff pipe Italy wui
Ronalnr, with OTpawdnn Into

West Germany planned for
next year.
Although the 10-year-old

company originally concen-
trated its growth effort on the
UK, overseas sales amounted
to 44 per cent of the business
in the first half of this
year.
Mr Brookes two techni-

cal improvements had been
made to ScantronJc’s products.
A telephone link has been
introduced between the con-
trol panel of seme devices and
fim wmtrai TniiUnrii tfl station,

enabling remote programming
and servicing. Internally, sur-
face mount technology had
opened the way for further
wiiwtiitiirisatioo

.

Fully diluted earnings per
share reached 4.65p (2.88p)
and the interim dividend is

0.715p (DJHSpX The share price
rose Sp yesterday to 139p.

NEWS DIGEST

was encouraging, he said.

The disposal of Rosenthal
will affect the second halt but
it is considered that the advanr
tages to come from the sale
will continue the progress in
improving the group’s finan-
cial profile and leave it in a
better position to develop the
retained businesses.
Bantings for tire six mmitha

fell to L8p (303p). Tire interim
dividend is again 0.7p.

Net revenue down
at Personal Assets

Net revenue at Personal Assets
Trust fell to £111,000 over tire

six months to October 31, down
from £160,000 in the corre-
spandine period of 1988.

Directors said the reduction
was primarily due to the port-
folio having a lower level of
liquidity throughout the
period.

Income from shares and
securities dipped to £201,000
(£263,000) and administration
costs increased to £76,000
(£66,000). Earnings per 12^p
share worked through at 0.74p
O-OTp).

Talks on Pennant
sale called off

The majority shareholder in
Pennant Properties, the prop-
erty development group, has
called off talks about the sale
of its

Pennant Holdings, ftu* Aus-
tralian-controlled company
with a 50.93 per emit stake in
Pennant Properties, failed to
reach agreement with either erf

the two groups which had
expressed interest in buying all

or part of the investment.
Attempts to dispose of tire

holding have been taking place
since at least last Jane when
the Australian company
announced its intention to sett.

Pennant Properties shares fell

12p to 63p following the break-
down of talks.

Associated Farmers
£lJ6m acquisition

Associated Farmers, the Third
Market agricultural business,

has exchanged contracts to

acquire Loddon Livestock
Equipment, a manufacturer of

high quality stabling and agri-

cultural equipment based in

Norfolk.
Consideration will be £L36m

cash and the issue by East
Angiian-haaed AF of 179,211

new ordinary shares. The cash
etemant will be financed from

the proceeds of an ll-£or-8

underwritten rights issue at

to raise £L45m with the
used to set op Joint

farming arrangements with a
in»Hl jiLton.

Dutch! subsidiary

helps lift

Readicut to f8.5m
By Pater Bortin

READKOT INTERNATIONAL,
the specialist textiles group,
reported interim profits up 28
per cent to £8-5m against
£6.7m to ti» same,'period of
1988.

Turnover was 16. per cent
higher at Ellim (£96^m).

Visscher, the Batch carpet
manufacturer which Readicut
bought for £2&3m a year ago,
contributed profits of over
vi 7m in the she months to Sep-

tember 30. without which the
rise would have been 12.4 per
cent.

The rights issue which
financed the Visscher purchase
helped reduce earnings per
share to 2£5p (3.03pX but the
interim dividend rises to &63p
(IL57pX
Professor Roland Smith,

nfo^lyrpan, said 36 {W nprt of
group sales were made outside
the UK, either as exports or
produced by Visscher and
Baadicufs two US subsidiaries.

He said this improved the
group’s defensive qualities
because the outlook in those
economies was more positive
than in tbe UK.
Mr Clive Shaw, managing

director, said Readkmt had also
benefited from fire weakness of
fire pound which had helped
exports and reduced tire com-
petitiveness of imports.
Prof Smith yiiii that. Reach-

cut's defensive qualities were
enhanced by tire group's lim-

ited exposure to tire UK high
street market which accounted
to only 10 per cent of turn-
over.

Readicut
international

Share price (pence)
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Prof Smith insists that Readz-
cut Is not a textiles -company
but “a specialised engineering
business.” It is understandable
that the mmpariy wants to put

as much distance between
itself and some of the poor per-

formers in its sector, but mak-
ing carpets, furnishings and
household textiles is chiefly

what it does. In that context it

has done better than a bad sec-

tor but not particularly well In

relation to the market as a
whole. Carpets look weak and
Drake Fibres, which is benefit-

ing from the weakness of ster-

ling, may be threatened by
European overcapacity in poly-

propylene. The industrial prod-

ucts automotive divisions

do look more resilient. The car

market may be coming off the

top but, in the UK Readicut

has the prospect of growing
demand from Nissan, in the

short term, and a contract with
Toyota, in the longer term.
Visscher offers the possibility

of grabbing a share of the mar-
ket in continental Enrope but
its first-half profits came as a
disappointment to the City ami
analysts downgraded profit

forecasts to the year to about
£19An. On a share price of 51p
(down ftp on the day), the pro-
spective p/e is 7.5-

Cosalt advances on broad front

With all divisions-making good
progress. Cosalt lifted its pre-
tax profit from £3.17m to
E&Ofen in tire year ended Sep-
tember 3 1989.

This 59 per cent growth was
achieved on turnover some 27
per cent ahead to £75.97m
(£64-83m).

A split of tire profit showed
manufacturing — synthetic
twines, ropes and nets -
taww (pjftnX sales and dis-

tribution £Ll8m (£843400), car-

avan production £2.96m
(£l-32m), workwear £563,000
(£49,000), and finance £89,000
(£45.000).

Warnings were 20.18p (22.66p)

and tire dividend is raised 3p to

l«p per share; the final isfip.

During the year the com-
pany added to the workwear
aide with the purchase of
Raven of Barnsleya

Early next month Associated
Farmers intends to appoint Mr
Graham Tuppen as commercial
director. His responsibilities

wifi include tire development of
Loddon and its moves into new
market and product areas.

City of London PR
shows 25% advance
Tn gnlte Of- continuing difllqilt

trading condtoans in tire Aus-
tralian natural resources sec-
tor, City of London PR Group
unvefled a 25 per cent expan-
sion in interim profits.

The USM-quoted consultancy
still concentrates mainly on
Australian compnirinn and Mr
John Greenbalgh, chairman,
said: “We have now entered
tire third year of tire bear mar-
ket in resources down-under

but expect the market to turn
before next November. There
are already signs that the
gloom there may be lifting "

- Further progress has been
made in the UK and interna-
tional Sides, he added.
In tire six montha to Septem-

ber 30, profits rose to £470,000
t£37Bj»6) - an advance posted
on reduced turnover of £575,000
0*27,000).
Earnings per lOp share

expanded to 3^6p (Isp) and
tire interim dividend is raised
to 03Sp (Q.75p).

Chemical Methods
reduces loss

Chrtirical Methods Associates,
the Californian-based dish-
washer manufacturer which
left tire USM last year after a
takeover, yesterday announced
a reduced interim loss and pro-
posals to purchase tire minor-
ity interests. .

CMA had a chequered career
on the USM, which it joined in
1983 at 115p- It was taken over
in March 1988 by SC Johnson,
a manufacturer of enngr^nqr
products and speciality chemi-
cals, in a deal which valued it

a££L35m.
Integrated Sanitation Man-

agement is providing a facility
which will give minority share-
holders in CMA tire opportu-
nity to sell their shares at

Stratagem doubles
profits to £13Im
Reflecting a trebling of surplus
on tbe sale of investments.
Stratagem Group has increased
its pretax profit from £603400
to £33lm in tire year ended
August 80 1989.

The surplus came through at
£1.08m (£336,000) and other
Income rose to £320,000
(£233,000). Earnings worked
through at 26.2p (11.7p) and
tire dividend is raised to 3£p
(SP).

Walker & Staff dip
doe to economy
Walker & Staff Holdings, dis-
tributor of value and pipeline
equlpmenmit. reported a down-
turn in profits for the half year
to September 30. Although
turnover improved slightly
from £3.49m to £3.79m profits
at the pre-tax level flarfinaH by
£374)00 to £19L000.

Moreover, the directors said
that in the present economic
climate they could not predict
the results for the frill year,
and added that they were not
expected to exceed the previ-
ous year’s “excellent” £436,000.

After tax of £69,000 (£80,000)
earnings per share were down
from 6.1p to 5.4p. The com-
pany's 5p ordinary shares
fen lOp to I55p on tire state-
ment

Reflex Investments
ahead to I£1.02m
Profits of Reflex Investments, a
USM-quoted supplier and
financier of new and second
user IBM computer equipment
rose from I£429,000 to l£i.02m
(£940,000) for the half yog i*

ended October 3L
Turnover of the enlarged

group expanded from tci jstm
to l£5.32m_ The directors said
that with all activities cur-
rently trading strongly they
fgpsctefl a good outcome to
the second six months.

First half earnings emerged
S A*® interim
tii^nd is lifted 48 per cent to

CMA also announced a
reduced net loss for the sax
months to June 30 of $577,800

(£368,000) compared with a net
loss of 31.22m.

Apollo slows slightly
but advances^5%
ApoRn Metals, the processor
and distributor of aluminium

E“
ae £S^Lhar w&ich came to

tkeTJSM last December,
“ported pre-tax profits up by® cent to glam for tbe
year to September 30,
The improvement, which

compares witn an advance of
72 per cent at the half year

gggfgf y the generai
increase in tire core businessm exports but also an
improvement in margins. -

ii
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UK COMPANY NEWS

Monument doubles in size at cost of £62m
MONUMENT OIL and Gas, the
fast-growing independent oil
company, is to doable in size
with the £61.7*1 aequMtion of
Renown Energy from its joint
owners, Rkinwart Benson add
Hanson. The latter inherited
its 50 per cent stake from Con-
solidated Gold Fields, writes
Steven Butler.

The deal, to be financed by a
SSZJka share Issue, caps off 16
months of hectic expansion
after 40 per cent or Monu-

ment's shares were acquired in
Jalyisss by Nlmax Resources,
which is managed by Mr Tony
Graven Walker, former chief
execnttye of Charterhouse

Renown, formerly known as
Kleinwort Benson Energy,
brings a spread of oil and gas
producing and exploration
assets concentrated in the UK
sector of the North Sea, includ-
ing 21.3m: barrels of UK
Teserve&i.Jtalso has US prodn-

dng assets and an interna-
tional exploration portfolio.
Monument shares yesterday

slipped lbp to 28^p, com-
pared with die issne price of

Z7hlb Tbe shares have beat
placed with institutions, sub-
ject to a clawback by share-
holders on a nine-for-10 basis.

After the deal, Momnnent's
oil and gas reserves will more
than double to 44Am barrels

of oil eqnivaleiit, and produc-
tion will rise from 3,400 bar-

rels per day before the acquisi-

tion, to 9,300 b/d in 1991 in the

UK. The purchase will not sub-

stantially alter Hommtenfs
iwiwnp> sheet, iddch showed
£l0.7m of net cash at Jane 39.

The Renown assets, which
were independently valued at

£6L2m, were purchased for an
underlying value of £5i-5m,
after stripping out cash and
other financial factors.

The most important meets
include a 5.7 per cent interest

in the Savenspam North gas
field which iswpiyW to start
production next year, and
smaller shares in Brace,
Esmond, Forbes and Gordon.
There are also interests In 31
North Sea blocks where oil has
been discovered bat develop-
ment decisions not yet wi<«fa

Renown was sold at auction
handled by Schraders. Monu-
ment was advised by Shearson
Lehman Hutton and County
NatWest Wood Marfrimgii*.

Expansion backed by a supportive shareholder
Steven Butler charts the transformation to ‘a proper oil company’

J
UST WHEN bonding a
sizeable independent oil

company from scratch
looked nearly impossible, Mr
Tony Graven Walker has
arrived to prove it can done be
done after all

_
Yesterday's £61.7m acquisi-

tion of .Renown Energy, which
nearly doubles the size of the
Monument OH and Gas, is just
the latest of a series of leaps
that have seen this, company's
market capitalisation grow
more than 20 times hi file last
14 months. Mr Craven Walker
is a director and the main
inspiration behind the com-
pany.

"It is a business now,” said
Mir Craven Walker yesterday,
as opposed to Just an invest-
ment in oil; assets. "It is a
proper oil company.”
What this means, in Mr Cra-

ven Walker's view, is having
the size and spread of assets to
contemplate managing a port-
folio so as to achieve an opti-

mum spread of risks and matu-
rities, and to be ahb* to exploit
opportunities effectively.
With a theoretical market

capitalisation of roughly

£l30m, asstiming Monument
does not go through another
rerating by the market, the
company has entered,a differ-

ent sort, of league in the ail

world.' ^
Mr Craven Walker believes a

key factor pwwhitwg

to grow so rapidly in the past
year has been the presence of a
large long-term supportive
shareholder in the farm of
Nimex Resources, which owns
40.22 per cent. Mr Craven
Walker is chief executive of
Nimex, .which is a private oil
nnri gag company whnrn share-
holders are Groups Bruxelles
Lambert (50 per cent), Compag-
nie FmancSre de Paribas (25

per oenfi, and Electra Invest-
ment Trust C25 per cent). These
are three publicly quoted Euro-
pean groups with a collective

fa £5bn..
Mr- Craven Walker stresses

the European nature, and
advantages, of the ties. He
believes they, provide an
anchor of stability (meaning
insurance against predators),
strong financial backing, and
lots of international connec-

tions for deals, while Monu-
ment Is stiff able to enjoy the
advantages of a public listing

in London.
As chief executive, Mr Cra-

ven Walker built Charterhouse
Petroleum into a substantial
company before it was taken
over by Petrofina in I885u In
1986 he found himself pound-
ing the pavement, watching
the deals of a lifetime emerge
as oil prices collapsed, but
unable at the time to put the
proper financial backing to
^rplntt thorn

T he route back into the
Industry was through
Nimex, which acquired

Hw stake in Monument, Hiow a
sleepy oil independent, in what
amounted to- a distress sale of
the shares from Lombard Odier
et Cie, the private Swiss bank
whose shares in Monument
were frozen by court -order
after a refusal to <Hn«-ina» the
identity of beneficial share-
holders.
Nimex acquired the near-30

per cent stake and sold assets
to Monument for shares, rais-

ing its holding to 40 per cent,
after which its pro-forma gen-

eral offer to shareholders at

22p a share, compared to a
market price of l5%p a share,

was mainly rejected (as
intended).

Mr Craven Walker then
bought back, so to speak, some
of the Charterhouse North Sea
assets that went to Petrofina,

in a £30m deal last November
involving a roughly foar-to-ooe

share fetanp at ISp. Monument
shares leapt 4Kp on the news
to I9p.
Of course Nimex took up its

fan share of the deal with cash
from its owners, as it did again,

yesterday.
Monument did well in the

11th round of North Sea
licence awards, gaining size-

able 10 to 20 per cent interests

in six blocks, all of which con-
tinued to boost the company's
share price, giving it a market
capitalisation of £75m before
yesterday's announcement.
The Renown acquisition

effectively doubles Monu-
ment’s portfolio of assets and
gives it an International expo-
sure. To Monument's proven
and probable reserves of 19-foi

barrels of ail in the UK as of

June 30, are added 2L2m bar-
rels in the UK and 3£m in the
US.
Perhaps more important is

that Renown a rising pro-
duction profile which wiQ off-

set fae fa Monument’s
existing producing assets. In
the UK Monument’s produc-
tion is expected to rise from
5,400 b/d this year before the
acquisition, to 9,300 b/d in 199L
The increased revenue will
allow Monument to explore in
the UK on a more tax Affirignt

Renown also brings with it

exploration blocks In the
Netherlands, Italy, Spain. Por-
tugal, and Australia.
Mr Craven Walker expects

some rationalisation of the
acquired assets, but mainly
attempts to enlarge relatively
Email shares of acquired hold-
fugs, in order to give share-
holders significant exposure to
exploration risk, and to
try to expand the portfolio
further.

"Monument is still a small
company," be says. “It is on
the bottom rung of a ladder we
hope to climb.”

House sales slump hits Christie
Thk COLLAPSE in tire house
sales market Ut the Christie
Group, which saw its first half
pre-tax profit fall from £2£6m
to £608*000.

Christie provides agency,
valuation and other services to
the hotel, nursing homes, and
leisure and retail trades.
Mr Philip Gwyn, chairman

,

said most of the agency sales
were to individuals buying a
business for the first time, and
looking to the sale of a house
to provide equity for the busi-

ness purchase. The collapse of
Wife hnhafag market tnadg that

substantially more difficult.

Also, the group had enjoyed
substantial growth over the
past five years, and incurred
the increased costs associated
with that. Costs have been
reduced but Mr Gwyn said “we
are reluctant to maim cuts in
areas we believe will contrib-
ute to future growth".
The four cote UK businesses

were profitable, although *ha

result overall reflected the

problems in tbe market ft was
difficult to give any firm
forecast for the year, be
added.
Mr Gwyn said that one lon-

ger term result of current con-
ditions would be to create
structural change in the com-
mercial area, which would
result in a fall in the
number of competitors in the
market.
Earnings dropped to l-57p

(7.7p) but the interim dividend
is bald at L4p.

Dual buy for Thorpac
THORPAC the acquisitive
packaging matter and supplier,

has added JOB and Pavelodge.
two manufacturers of extruded
plastic products, to its stable of
companies in purchases worth
up to £8.7m.
The group will make an ini-

tial payment of £3.15m for JCB.
The terms of the deal also con-
tained provision for payments
of up to £4Am dependent on
profits in the 23 months to
March 1991 JCB "u»A> pre-tax
profits of E452JXX) an turnover
of£8u06m in the year to the end

of ApriL
Pavelodge is a family-owned

firm based in Redditch which
supplies polythene film and
bagB to local government and
independent merchants in tbe
Midlands.
Thorpac will make an initial

payment of £550,000 with fur-

ther payments ofup to £500,000
haawi OO pmfitu until Marnh
199L
Pavelodge made pre-tax prof-

its of £247,000 in the year to
March 1989 on turnover of
upprminiatgly £4m.

Metro Radio

makes
approach

to Forth
By Raymond Snoddy

METRO RADIO, the

Newcastle-based commercial

radio station has made an
informal approach to Radio

Forth, the Edinburgh indepen-

dent local radio station.

Metro’s interest -was con-

veyed to a meeting of the Forth

board on Friday. The Edin-

burgh station is one of the few

city stations that have not
been the subject of serious

takeover interest in the recent

trend towards consolidation in

the sector in advance of the

Government's planned expan-

sion of commercial radio.

It is believed that Metro
suggested a price in the region

of per share in cash or
shares for control of the Scot-

tish station. Such a price

would value Radio Forth at

around £lL5m.
Apart from Metro’s interest,

it is believed that the Forth
board also had a proposal
before it from Mr Jimmy Gor-

don’s Radio (Hyde, one of the

most successful commercial
radio stations in the UK.
Mr Richard Findlay, manag-

ing director ofRadio Forth said

yesterday: “ Obviously I can-

not comment on a confidential

board meeting.”
The Forth managing director

who owns a 30 per cent stake
in the station insisted yester-

day that no formal bid pro-
posal had been received.

Metro is, however, seriously

interested in taking control of
Forth but only if an agreed
merger is possible. The com-
pany has no intention of
launching a hostile fad against

Forth whose other sharehold-
ers include Scottish Television,

Clydesdale Rank and Crown
Communications.

Anglo Irish Bank
advances to I£3.7m
Anglo Irish Bank achieved
pre-tax profits of I£3.7m
(£3.42m) for the year ended
September 30. an advance from
I£2-23m in the previous 12
mnnthw
Tax took I£990,000 (K935JM0)

and the Irish Government
bank levy IE312JM0 (I£169,000),

leaving fiwmingR per share at

5£5p (3-4p). A final dividend of
1.0655p makes a same-again
3JJp for tiie year.

Hartwell marks
time as motor trade

margins suffer
By Jans Fuller

THE GROWING pressure on
motor trade margins was illus-

trated by Hartwell's interim
results, which showed a 53 per
cent increase in turnover but
Oat pre-tax profits.

Trading profits for tbe six
months to August 31 1989 were
up by 38 per cent to £&32m,
but a £2L24m increase in inter-

est payments sliced the pre-tax
figure from £5.27m to
15.31m.
The company deals in Rover,

Ford and VauxhaH cars as well
as commercial vehicles, rt

increased sates from £2ML2m to
£322.6m, of which about £50m
came from the 10-week contri-

bution of the Charles
Clark and Ford & Slater
acquisitions.
Mr Peter Huggins, chairman,

said although the forecast
decrease in car sales bad not
happened, “there was a
great deal of pressure on
margins."

It came on new cars in par-
ticular, partly because low-
margin fleet sales had grown
more strongly than tbe retail
side.

Mr Peter Barrett, finance
director, said gearing had risen
from about 20 per cent before
the acquisitions to 60 per cent
More than a third of the inter-

est payments were related to
the £29m purchases, which had
been made because the dealer-
ships had the right mix of mod-
els and were geographically
complementary.

In the current year, turnover
was expected to rise to £700m
from £404m in the year to Feb-
ruary. This includes the
ancillary activities of
fuel oil distribution and
property.
Mr Huggins said Hartwell

was tightening its belt. This
included a scrutiny of working
capital: “You can make as
much money by reducing tbe
amount of capital as
by going out to sell
vehicles.”

He also stressed the sound
performance of more stable
activities, such as the work-
shops and specialist cars. He
welcomed Ford’s takeover of
Jaguar and aald sales Of the
new Land Rover Discovery had
been encouraging.
Therewas little comfort in

the non-motor parts of the

Hartwell

Share price (pence)

1988 1989

business. Tbe dry summer had
almost wiped out demand for
oil for grain drying on farms
and although property rental
income was up, the building
aide was depressed.
Earnings per share slipped 8

per emit to 6J8p. The interim

dividend is maintained at
lp.

• COMMENT
Hartwell admits the scenario is

depressing until the middle of
next year. With interest rates

set to stay high, it is more
likely that the company will be
helped by a winter freeze than
an economic upturn. Hartwell
says “we've seen it all before"
in a cyclical trade, but this
time it has just paid what some
analysts regard as a high price

for acquisitions, at a time of
failing margins and expensive
borrowing. Whatever the
long-term strategic merits,
interest payments could be as
much as £8m for the full year
and earnings will be further
diluted through the convertible
preference shares that helped
fund the buy. This year’s pre-

tax profit is forecast to stay
about level with the previous
£10.4m, giving a prospective
multiple of between 13 and 14.

This rightly includes a prop-

erty premium, as the company
has done well out fa develop-
ing former dealership sites.

The rest fa the high valuation
is put down to bid speculation
fueled by the 18 per cent stake
held by the Saudi Arabian
Jemeel family. But that seems
unrealistic bearing in mind
manufacturers’ veto over fran-

chise changes.

Management Trainee at Deutsche Bank . V

Wanted:
Your ideas.

What would you c/o differently ifyou were manager?

You currently study Business Administration, Economics

or a related subject and expect a very good degree. You

are also interested in questions of fundamental importance

that affect us all, such as ecology, job creation, the develop-

ment of the Single European Market - to mention just a few.

Deutsche Bank is looking for imaginative people and poten-

tial young entrepreneurs who can develop visions for

modem banking using their sound, specialized knowledge

and first-rateteam capability. Tellus in a shortletterhowyou

would help to solve importantfundamental questions as a

managerat Deutsche Bank. We will then send you detailed

information about Deutsche Bank’s international training

and development programme for university graduates.

Deutsche Bank AG
London Branch
Personnel Dept.
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e driving force

high productivity
computing.

turns Workstations into Powerstations.

If you want your desktop computer

solutions to work harder, you should talk

to Digital. It’s our belief that the key to a

more productive office computer — beyond

the humble PC — lies in the software.

More specifically, it lies in your ability to

integrate information from several appli-

cations and systems on the same screen in

a powerful, easy-to-use environment.

Our networked workstations now make

that possible. Theywere first introduced as

powerful multi-function desktop systems

for technical and engineering computing.

But equipped with windowing systems and

office application software, they can now

provide a more productive environment

for professionals in your office.

For example, our Compound Document

Architecture allows you to produce

documents containing text, data, graphics

and pictures. What’s more, these same

documents can be mailed, stored or

worked upon around your organisation.

Last year, we shipped more

workstations than any other vendor in

Europe. And the scale of the operation

has enabled us to force down the price of

our workstations lower than that of most

comparable high-end PC’s.

But we don’t neglect your existing IT

investment. Integration software will allow

you to link in your current PC’s or run

MS-DOS programs on any of our

workstations.

Put your desktop computing in touch

with the driving force. Find out how Digital

has turned Workstations into Powerstations.

Complete the coupon today.

Please send memore details on:

"1

DigitalWorkstations: the high productivity
I I

alternative

DigitalOpen Systems through support for
I 1

standards

Digital’s unique computer architecture: Q
the unified information environment for

the90’s

I

Name.

Title (Mr., Mrs., Miss, Other)

Position

|

Company.

Address_

bsFTZZN

Postcode. .Phone-

|

Please post to: DigitalEquipmentCompany Ltd.,

' BroadwayHouse, 1 12/134TheBroadway, Wimbledon,
LondonSW19 1BR.

Ifyou would prefer not to receive further information on i

products from Digital in the future pksse tick dais bo*. 1 I

© Digital Equipment Corporation 1989. The Digital Logo is a trade mask of Digital Equipment Corporation. MS-DOS is a trade made ofMicrosoft Corporation. I_7.
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LAW REPORTS

THE ULYANOVSK
Queen's Bench Division (Com-
mercial Court); Mr Justice

Steyru November.& 3988

VOYAGE CHARTERERS are
entitle*! to order the chartered
vessel not to berth or load
alter fit has arrived at its load*
togjjart, to tiie absence cf con-
tractual provision to the coat-

trary, though delay would
cause it to exceed laytime; and
the shipowners are therefore
liable to damages K, in breach
of contract, the master disre-
gards the order and the char-
terexs suffer loss to the market
as a result
Mr Justice Steyn so held

when dimiiigMfng
;

aw appeal by
Neopetro Go Ltd Of Bermuda,
owners of the Ulyanovsk, Cram
an interim arbitrators' award
that they were liable in dam-
ages to charterers, Novorossisk
Shipping Co of the USSR, for
breach of contract
HIS LORDSHIP said that by a
voyage charter-party in stan-
dard Asbatankvoy tons, the
Ulyanovsk was chartered to
carry 29,000 tonnes of gas oil
from Algeria to one/two safe
ports in the European Mediter-
ranean.
The charterers gave voyage

instructions to the owners to
proceed toSldkda tor loading.
.They ordered that on arrival
the master was to tender
notice of readiness “to charter-
ers only." and was not to pres-
ent the whip for berthing nntii

they instructed him to do so.

The reason for the instruc-
tions was that the charterers
had to pay suppliers by for-

mula based an the average of
prices on bIQ of lading date
and two days before. They cal-

culated that they could profit
fmm a weakening warbit by
delaying uMptnunj for a COUple
of days.
As the market did weaken,

the price payable to their sup-
pliers to accordance with for-

mula would hare been town if

the bffl of lading datehad been
postponed.
The vessel arrived at Skikda

on December $ 1BB6, to disre-

gard of voyage instructions,
the TT«i«tBr tendered notice of
readiness to the refinery and
shippers on December 6. and
loading commenced. With one
interruption, loading was com-
pleted and the toll of lading
was issued on December 7.

The market in gas oil
dropped dramatically- The
charterers had tp pery suppliers

on the basis of the December 7

bill of
>t miri

same pri

W

instructions.

Arbitral

charterl
recover
fteredasfc

breach
tog
appealed
Their

that th!
uncon
therefor}
tog to

Fart
terpartj
arrival

port th|
charters1

fading to the falling

kat, they could not
of the cargo at the

caterers claimed dam-
breach of contract.

denied liability,

tors concluded the
rs were entitled to
£865^)91, for losses suf-

result of tbe owners’
contract in disobey-

The owners

primary ground was
voyage orders were

tactual and they were
not in breach to foit

comply with them.
danse 6 of the char-

provided that on
anchorage at loading
master should give

s notice of readiness
Laytime began sixto load]

hours
Claud

vessel should
place
arrival'

cured M
Parti

for 72
demunrafee
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The
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to give
The
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would _
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would
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could
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being,
terars
a
for at
1—.-V xJ
oraers tq
gtthnate
What,

cally,
between
wait
or suppj
Order to
us

is contractual

9 provided that the
load at any sate

reachable on her
designated and pro-
charterers.

j>f the charter provided
hours laytime and

at $9,000 per day.
sis' factual premise

the voyage order neo-
involved failure to

lay days, and that
s would therefore
breach of contract,

tit was not conceded,
would assume (wltb-

Awrttwg
)
that *h» premise

oorecti

cha lerera

le

o mere
if charl

cox traction

which,
pjevent

s'

xfqcdre
sejLices

ns

antral lyma identified

arbitrators was whether
were “entitied”

instructions.

submitted first,

charterparty, on its

or by impli-

tirbade the giving of
if complied with,

lerformance of
obligations, or
owners to per-

addMonal to or
those agreed,

arbitrators concluded
a berth “reachable”
and an order to load
be faulted if the

. capable of
They waif* Chan.

be entitled to hold
off a reachable berth

some while. The
watt could not be JUe-
jwr se when given,
they asked rhetori-
tas the difference
{uttering the vessel to

of trade shortage
problems, and an

tvatt “because it suits

The owners’

irast

test

marictwise?"

argument, if accepted, would
have far-reaching conse-
quences fig the shipping trade.

Fur example, if after arrival

ami during laytime, charterers

ordered the vessel not to berth

and lead because they wished
to inspect cargo to ensure tt

was contractual or could be
carried safely, that enter would
be nncontractaal and might be
ignored by owners if laytime

would be exceeded. The owners
asserted that to be the case.

Such a conclusion would flout

common semes.

On the construction of com-
mercial contracts, and notably
standard form contracts, the

predisposition of judge and
arbitrator must be to favour of
business common sense.

The example was very differ-

ent from the present case,
where charterers wished to

delay to achieve a lower price
npdftr the supply contract But
tftat was no answer, because
the owners' proposition was
based on the objective criterion

cf the effect cf tbe order, in
causing laytime to be
exceeded.
They did not seek to argue

that the validity of an order to

delay berthing and loading
plight depend an motive. Such
a proposition would be
unworkable to practice and
was contrary to the long-estab-
lished rule that charterers
might use laytime as they
nlaamad Laying repudia-
tion, the alleged contract-
breaker’s motives were in law
irrelevant.

If the arbitrators’ view were
upheld, the law was relatively

simple. Tbe charterers might
delay loading during laytime,

subject to their obligation to
pay demurrage, and subject to
the owners' right to sail away
after delay became so pro-
longed as to amount to fTustra-
fifln of thfl mivf'nitrjrp

tt was a readily comprehen-
sible framework against which
parties could evaluate the risks

of an adventure and agree on
appropriate rates. It was to be
preferred unless the contract
dearly required otherwise.
The springboard of the own-

ers’ argument was that tt was
breach of contract for a char-
terra- to fan to load dis-

charge within the time stipu-
lated. On the other band, tt

was common ground that the
voyage orders did not amount
to a repudiation.
The anticipated delay

beyond laytime afforded tbe
owners no rehet Their exclu-

sive remedy was demurrage for

actual breach after laytime bad
been exceeded. And subject to

frustration, the owner must
rmnttnnA to perform his part of

the contract (see Dias 1197% 1

WLR26D
It followed that until loading

had been completed, the vessel

was at charterers’ disposition

to relation to loading. That
entitled charterers to give

orders as to time cf commence-

mpnf of htading
,
and interrup-

tion of lnarfing.

The charterers bought 72

hours laytime and psdd for tt to

the fright. They were entitled

to use that laytime as they
wished.

Even if they could load in
less than the stipulated lay-

time, they mnst keep the ship

for the whole of the laytime.

Their right to the whole of the
Laytime was not to be abridged

by requiring them to com-
mence loading at any particu-

lar time. Those propositions
were established Law.

The charterers were there-

fore entitled after arrival of the
vessel and during laytime, to
m«it» mmaumptu with their
shippers which delayed com-
mencement of loading, or inter-

rupted loading, even if laytime
were exceeded.

It followed that orders given
to the vessel during laytime to
wait and not to berth and load,

were lawful and must be
obeyed. The owners* first fine

of argument failed.

Their second submission was
based on construction of .the

“reachable on arrival” provi-
sion in clause 9. They con-
tended that tbe charterparty,

on its true construction, for-

bade the giving of orders
which would prevent owners
from reaching the designated
berth an arrival.

The berth was “reachable. 1*

The clause read in the context
of the laytime and other provi-

sions, did not provide that the
vessel must be ordered to berth
at any particular time. The
owners’ position was in prac-
tice protected by the laytime
code, demurrage provisions,
and the frustration rale.

The argument failed and the
appeal was dismissed.

For the shipowners: Michael
Colons QC and Steven Berry
(Middleton Lewis Lawrence
Graham)
For the charterers: David John-
son QC and Charles Friday
(Middleton Potts)

Rachel Davies
Barrister
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HESSEN

Plug into Europe
Hessen, West Germany’s most centrally located federal state, is a

preferred location for companies seeking to conduct business profitably

in the lucrative German and other European markets.

Your one-stop source ofsupport and advice on the attractive potential

offered by Hessen is the HLT Group. Our services include: D Industrial

settlement assistance Planning of industrial estates Counsel on

cooperation of joint venture opportunities Information and handling

of all public financial incentives Economic and regional data research

For complete information, please contact

The HLT-Group Hessen, Abraham Llncoln-Strasse 36-42
D-6200 Wiesbaden, ’Wfest Germany, TW. (06121) 774-0
Telex 4 186 127, Telefax (06121) 774 265

or visit the

Boshiess hrfbraatioii Service
at Airport Frankfort, Airport Centex; 9th Floor
Monday through Friday, 8a.m. - 7p.m.
TfcL (069) 690-5363 or 5463,lblefox (069) 690 5323
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Guess who didn't send it by Federal Express.

Federal Express deliver o*r

worldwide. And we dorr

1.2 million parcels daily in360 aeroplanes and 25,400 vehicles, to 118 countries

just promise to get there, we get there on time. In fact, our unequalled track
,

record has made us the No. 1 air package carrier in America. Because we understand that if we don't

meet our deadlines, you won't meet yours. See Yellow Pages for your nearest Federal Express Office.

Federal Express.When itabsolutely positivelyhas tobe thereon time.
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COMMODITIES AND AGRICULTURE

By David SlacftweH

GOLD BROKE through the

$400-a-troy ounce barrier on
the London bullion market yes-

terday. It closed at $40125 an
ounce, a rise of 88 and the

highest level for 10 months.
Ic the morning prices rose

quickly as the dollar weak-
ened, and was fixed at $400.30

an ounce. One trader com-
mented that dealers had “got it

into their heads that they were
going to push it above $400."

Thera was no followthrougb,
however, and the afternoon fix

was at 8399 an ounce, but
prices surged again as New
York’s Comes opened higher.
Gold has now risen by

almost $40 in a month, and
most analysts are confident
that the bear trend of the past

two years is history. There is

concern, however, that the rise

is too much too soon - only a
fortnight ago analysts were
looking for S400 an ounce by
the end of the year. “Traders
are breathless,” said Mr
Andrew Smith of UBS Phillips

& Drew. “They need to pause
for breath on the way up.”

“A little bit of consolidation

would be very handy.” said Mr
Robert Weinberg, head of inter-

national mining sales at the
Janies Capel securities house.
Mr Smith cites three factors

behind the rise: the Wall Street

“crashette” on October 16; the
events in East Germany, which
have hit the Deutschmark and
West German bonds; and the

GoBcS price

$ per boy ounce (London)

410 g

400

May 1989 Nov

fact that gold producers have
not been selling forward.
“There is a new uncertainty

surrounding paper assets,” he
said. But he felt that at the
current price level profit-tak-

ing would emerge and believed
the market needed a US inter-

est rate fall to bring in institu-

tional investors before it

moved further ahead.
Mr Weinberg, who earlier

this month was not convinced
the bear trend was over, now
believes the market has
turned. Low prices had encour-
aged fabricators to buy and dis-

couraged both scrap recovery
and forward loans, leading to
an improved supply/demand
balance. “I am confident that
we are into a new environ-
ment” he said yesterday.

Ivorian cocoa, the cash crop nobody wants to buy
Mark Huband studies the deepening crisis caused by overproduction and sagging prices

T wenty sacks of
cocoa are sitting in the
storeroom, but nobody

can afford to buy them. Out in
the fields the cocoa. pods are
bulging, the coffee beans
gleaming red in the son, but
each day the fanners wonder
whether they have either the
manpower or the reason to
pick them.
This village, tike others in

the Ivory Coast's cocoa belt, is

rapidly moving into a deep ci>
sis as the market its peasant
farmers have fed fbr years slips

away.
Six weeks into the harvest

the season is running a month
behind schedule. Mr Rene
Amaru, managing director of
the Caisse de Stabilisation
(known as Caistab), or com-
modities marketing board, said
yesterday. Cocoa arrivals at
the ports of Abidjan and San
Pedro currently stand at 50.000

tonnes, compared with 140.000
tonnes at the same stage last

year. Be acknowledged the rea-

son as being that shippers are
having problems coming ap
with funds.
Crop forecasts had led trad-

ing houses to believe that
around 300,000 tonnes would be
moved by the middle of Decem-
ber. The current rate suggests
it will be nearer 80,000 tonnes.
Massive arrears for payment

of the 1988 crop hang over the
heads of cocoa buyers who are
now unable to buy the current
crop, which is ready for ship-

ping but is to be found sitting

An Ivorian former examines pods bulging with cocoa beans on a pbmfarHpn near Gagnoa

in storehouses throughout the
country's cocoa belt
The lending of large sums to

the buyers during the last two
years has left the banks with
severe liquidity problems,
because of falling prices. A
recent confidential biannual
Central Bank report shows
that the 13 foreign and Ivorian
commercial banks operating in
Abidjan have assets worth
$236m, while the figure for out-
standing loans had reached
$383m by July of this year.
While some banks continue

to lend on the security of the
current harvest, the slack sales
experienced so far suggest that

repayment of accrued debts
will be possible only if there is

a price increase to oil the
wheels of the buying and
exportation process.

The cash flow problems
experienced by the buyers as a
result of the dramatic foil in
prices have left some unahle to
pay fanners for much of the
1988-89 harvest. This has cre-

ated a climate of distrust
“It is all over for us unless

there is a price rise soon,” said
one fanner. “We are finishpri

Our village and the seven oth-
ers which make up the co-oper-
ative we are part of are collec-

tively owed 3m CPA francs

(£6,000) and most of us have
not been paid for a year.
“Nobody can afford to buy

meat to rat nor we can afford
tools for clearing ground
around the crops. Our children
are going without school books
and old people in the village

cannot afford to buy medi-
cines” he said.

The cut in the producer price
paid to Ivory Coast cocoa grow-
ers in December reduced their
income, at least on the official

level, by halt The cut from last
year’s level of 400 CFA francs a
kilogram to the current 200
CFA francs was the Govern-
ment’s response to the foil in

world market prices vhich it

had steadfastly refused to

acknowledge in previous years.

But despite the official 200

CFA francs a kHogran price,

formers claim the marfet is so

stagnant that crops are
increasingly being sold at

prices for below that figure:

“Secretly, in the night buyers

come and offer less than 200

francs. People who are desper-

ate to buy medicines or send
their children to school with

books, are sometimes irepared

to go as low 150 francs,” one
former said.

Sellers undercutting each
other in this way has caused

serious strains in some vil-

lages. it is claimed. Farmers
are desperate to bring pressure
for change by presenting a
common cause to the Govern-
mpnt
The cooperatives have long

aimed to sell cocoa and coffee

direct to exporters, eating out
the buyers, known as tmtants,
whose shortage of money has
contributed to the current slow
market But this would require

the formers to provicb trans-

port, the expense of which
maltps op a significant propor-
tion of the overall coss. With
banks reluctant to lend, these
funds are hard to come by.

One buyer claimed be farm-
ers would soon be forced to sell

to the tnatants in order for the
produce to reach the ports.
They will then have towait for

their money to arrive, is many
have been doing for die past

year “The signs are certainiy

bad for the fanners, but there

is no question of crops being

left in the villages, so they will

have to transport them to the

ports and wait until the rnjj.

touts have the money to pay

them,” he said.

The serious shortage of cash

has forced mainJy young peo-

ple to leave villages, which

makes current attempts
towards diversification of crops

more difficult. The shortage of

labour, with 200 people having

left one village in the past

year, reducing the population

to 900, adds to the difficulty of

buying new seeds and tools

caused by lack of income.

As concern spreads among
formers, there has been criti-

cism of the Caistab for Its han-

dling of deals which could

yield bigger profits if it moved
more quickly. One buyer said

yesterday: “We offer the Cais-

tab good prices and they say

no because they want to wait

for better prices. In the end
they lose out because they
always have to sell at discount

and eventually sell to us at a
lower price than originally

offered."
Everybody in the Ivory Coast

is waiting for cocoa and coffee

prices to recover from their

current at historic lows. But
with increasingly powerful
competition coming from
neighbouring Ghana as well as
Asian producers like Malaysia,
thev look like havine a lone

EC Ministers approve rise in
By Tim Dickson in Brussels

II

PLANS TO increase European
Community milk quotas by Z

per cent were approved by EC
Farm Ministers yesterday -
but to offset the cost to the
Community budgetthe guaran-
teed EC prices of butter and
skimmed milk powder are to
be reduced.
The butter price guarantee

will be cut by 2H per cent and
that for skimmed milk powder
by 0.75 per cent, in addition
penalties for overproduction of
milk will be increased.
The agreement is the culmi-

nation of several months of dif-

ficult negotiations and repre-
sents a victory for Mr Henri
Nallet. the French Agriculture
Minister, who has been under
pressure from his domestic
farming industry to relax the
system of production controls,
first introduced by the EC in
1984
When it introduced its pro-

posal earlier in the year the
European Commission said
that some flexibility for “hard-
ship cases” was justified in
view of the substantial reduc-
tion in surplus hotter stocks
and the reduced role of “inter-
vention” buying.

Britain (which was one of
three member states to abstain
yesterday) has been sceptical

throughout, arguing that Com-
munity dairy output still com-
fortably exceeded consump-
tion.

The key sticking point in the
discussions had not been the 1

per cent increase in the Com-
munity's quota reserve as such
- to be achieved by a 1 per
cent reduction in the 5.5 per
cent of quotas suspended
under the famous 1986 reform
- but the means of ensuring
that the measure involved no
additional cost to the Commu-
nity agriculture budget.
In the end it has been

decided to achieve “budget
neutrality” by cutting the but-
ter and skimmed milk powder
prices - effective from l

March next year - and to
increase from April l the
socalled “superlevy" on those
formers who produce too much
milk from 100 per cent to 115
per cent of the market value of
their excess production.

It was understood last night
that member states would have
to come forward with plans for
allocating the extra quota to
young farmers and smaller-
scale producers and that these
would be vetted by the
Commission before being
approved.
Recent confusion over a con-

troversial EC cereals tax was
cleared up yesterday when
Farm Ministers agreed to
waive the payment this year
and change the h*n*in of its cal-

culation for subsequent mar-
keting seasons.
The fuss has centred on the

so-called additional co-respon-
sibility levy, one of the penal-
ties under the 1988 “budget sta-

biliser” package which is
triggered when the EC cereals
harvest exceeds the madminn
guaranteed quantity of 160m
tonnes. Under the rules of the
regime the amount of this addi-
tional levy - to be distin-
guished from the long-standing
basic co-responsibility levy -
is equivalent to the percentage
overshoot of 160m tonnes up to
a maximum of S per cent
Farm organisations have

from the outset been unhappy
about tiie way in which the
member states are expected to
collect the full 3 per cent at the
start of the cereals campaign
- reimbursing part or all of
the money once the official

harvest figure becomes known.
Dissatisfaction was particu-
larly intense this year with the
production overrun just 500,000
tonnes, or 03 per cent of the
totaL
The Commission’s original

ilk quotas

proposal that under the de
mtntmis principle the OH per
cent penalty should be waived
for 1989-90 was initially dis-
puted by the UK - but yester-
day the Council agreed unani-
mously to support the
Commission’s concession,
though for this year only.
As for next year. Ministers

unanimously approved a com-
promise put forward by Greece
whereby the additional co-re-
sponsibility levy will be levied
in two tranches - one of 1.5

per cent at the start of the mar-
keting season in question and
the other in the following year,
up to 1.5 per cent though
depending on the actual har-
vest figure. The advantage of
this system is that reimburse-
ment during the course of a
campaign will be avoided.
Both decisions taken yester-

day will have to be formally
ratified at a future Council
after the opinion of the Euro-
pean Parliament has been
delivered.

• The British Government
has lifted the restrictions on
milk sales from 413 of the L500
forms suspected of having fed
imported lead-contaminated
feed to dairy cows. However,
no beef cattle have yet been
released for sale

.

WEEKLY
METALS

Prices from Metal Bulletin (last

week’s in brackets).
ANTIMONY: European free

market 99.6 per cent, $ per
tonne, 1/750-L&00 (same).
BISMUTH: European free

market, min. 99.99 per cent, $
per lb, tonne lots in warehouse,
4354.75 (460-470).
CADMUFM: European free

market, «>hv 99.5 per r*»nt, %
per lb, in warehouse, 5.19&50
(5-20-5.60).

COBALT: European free
market, 99.5 per cent, $ per lb,

in warehouse, 7.45-7.70 (7.50-

7.70).

MERCURY: European free
market, min. 9939 per cent, $
per 76 lb flask, in warehouse,
245-255 (same).
MOLYBDENUM: European

free market, drummed molyb-
dlc oxide, $ per lb Mo, in ware-
house, 2.70-180 (2L90&00).
SELENIUM: European free

market, min 905 per cent, $ per
lb, in warehouse, 5.50-6.00
(same).

TUNGSTEN ORE: European
free market, standard min. 65
per cent, $ per tonne unit (10
kg) WO, ctf, 44-60 (same).
VANADIUM: European free

market, min. 98 per cent, $ a lb

VO. Clt, 2903.00 (3.10350).
URANIUM: Nuexco

exchange value, $ per lb. UO,
950 (same).

WORLD COMMODITIES PRICES

Finns to study Soviet forests
By Enrique Tessleri in Helsinki

JAAKKO POYRY, the Finnish
forestry consulting group, is

expected to sign a letter of
intent with the Soviet Union
next month to begin a one- to
two-year feasibility study that
will chart anil determine the
economic potential of some
200m hectares of forests in tbe
north-western part of the
Soviet Union.
According to Jaakko Poyry

officials, tbe study would deter-
mine the haaig erf building a
forest-based industry weat of
the Ural Mountains and in the
regions of Komi, Arkhangelsk,
Vologda, Soviet Karelia, Lenin-
grad and Novgorod. Analysts
estimate that it would take
between 10 and 15 years fully
to develop Soviet forest indus-
try potential in this area.
“The Soviets approached us

a year and a Half ago on this

matter and we have been car-
rying out talks with the
(Soviet) Ministry of Forest
Industries and Gosjrian,” said
Mr Jukka NyrolA, managing
director of Jaakko Pfiyry and
directly involved with the fea-
sibility study.
Mr Nyrfila added that a let-

ter of intent would most proba-
bly be signed with the Soviets
by next month to begin the fea-

sibility study and that the proj-

ect would comment* at the
beginning of next yeai.

During that one- to two-year
period, the feasibility study
will chart the economc poten-
tial of creating a focal-based
industry in that Euroiean part
Of the Soviet Union.

“This would tariiwfer-hnrtiTig

infrastructure needs (roads,
railways and teleconmunica-
tions), potential for piper and
pulp mills that wtnld offer
their products for donsstic and
international markets We will
also determine what potential
there Is for wood nechanisa-
tion and sawmilliig,” Mr
Nyrfila added.
The study also at deter-

mining tbe state of tie forests
within this enormous area as
well as how much md what
kinds of trees c«uld be
exploited.

“After this phase is over, we
hope to take part in idlow-cp
studies for concrete projects,’

Mr Nyrfila added.
Even if the Soviet Jaion is

going through some mtfor eco-
nomic restructuring due to
perestroika, Mr Nyrfilabeheves
that the final decaion to
develop a forest-based hdustry
in tins area of the Sovist Union
would rest with tin local
authorities and net with

Moscow.
Mr Matti Pekkanen, presi-

dent of the Central Association
of Finnish Forest Industries
announced this project last
month during Soviet leader
Mikhail Gorbachev’s threeday
visit to Finland.
“Because the sire of this

project would be enormous,
Finland alone does not have
the capacity nor the capital to

exploit and develop this area’s
forest industry Mr Pekkanen
admitted. “Finland could, for
instance, form a financial con-
sortium with West German.
Japanese and Italian capital"
CAFFI officials said any spe-

cific cost estimates on develop-
ing the area would be prema-
ture, but mentioned that “it
would be in the range of tens
of billions of dollars.

”

“One of the options open to
us would be to build these
mills and other facilities on a
buy-back basis,” Mr Pekkanen
continued- “Other possibilities

include traditional joint ven-
ture schemes between Soviet
and Western companies.”
Mr Pekkanen said the Soviet

Union had some 900m hectares
of forest, whereas Finland's
20m ha gave it an annual pro-
duction capacity of about
FMfiObn (£75tan).

LONDON MARKETS
COCOA prices retreated yesterday In

London, with March closing at a new
14-year low of £667 a tonne. Trading
was weak, dealers said, and origins
were still hovering around the market
waiting to sell at higher levels. Worries
about a lack of supplies for delivery
against December are easing as large
amounts of cocoa are being graded.
Coflee prices closed mixed as the
meeting of producers in Costa Rica did
not look like bringing much hope for an
early resumption of the world coffee
pact dealers said. Costa Rican Foreign
Trade minister Luis Escalante said he
did rot expect a resumption of the
agreement before late next year. On
the LME copper recovered a little of

Monday's tosses, with the steady tone
aided by an anticipated rally on
Comex. traders said. The London
market still appears to be relatively

highly priced compared with New York.

SPOT MARKETS
Crude oD (per barrel FOB) Of -

Dubai S1fe.05-e.l5i + .015

Bran! Blond 518.60-5 657 + .025
W.T.I. (1 pm esi) S19.B94i.94z + .160

Off product*
(NWE prompt delivery por tonne GIF) + or-

Premium Gasoline 5166-186

Goa Oil $157-188 -2
Heavy Fuel Oil 5109-105

Naphtha 5159-161
Potroioum Argos EaVmatos

Other + or -

Gold (per troy ozfQ SJG4 25 + 8.00
Silver (per troy a=X> 578c + 5
Platinum (per bay or) S526.5 + 5.0

PaJiautum (por troy oz) $143.50 + 0 75

Aluminium (free market) 51705 -r-fi

Copper (US Produear) 114*b-115 -7U
Load (US Producer) 39=

NilAel llioo market) 455c -25

Tin (Kuala Lumpur market) tfl.Kr

Tin (New Yorvi 420.5c
Zinc (US Prime Wostemi 75 -*C

Cottle {live weight)? 11257p -128-
Sheep (done we>ghijt 200.23p -6 61"

Pig? (live weighDt W50P -4.B2
-

London daily sugar (raw) Orifa -8.4

London daily sugar (whitol 540?

*

-fl

Tara and Lyle export price 055.5 “7.0

Barley (English food) Cl 14.0

Maize (US No. 3 yellow) C128.0 + 0.6

Wheat (US Dark Northern) E12X0C + 025

Rubber (apofjV srjsp -0.75

Rubber (Doc)9 5S.OOp 0.75
Rubber (Jan)V eo.oog -0.75

Rubber (fa RSS No 1 Dee) 227.0m -0.5

Coconut all iPhlKopinesK S4K5v -2.S

Palm oil (Malaysian)^ $302.5 ss
Copra (Philippines)/) $295 -5

SoydboanS |US) Cl 73.5 3JS
Cotton "A“ indoK fll.3Sc -090
Moottops (64s Super) 585p

£ ^ :onno c/iIcm otheriwoe stated. p-pence/Kg.

c-ctmia/ib. r-nngqit/kg. y-Oct x-Dec/Jan. i-Janf

Mar. v-Nav/Dec. w-Oec. z-Jen fMoai Commis-

sion average iatswek pricra. * change from a

wem. ago. ^London physical markoL 5CIF Rot-

terdam. $ Bullion market close. m-Maiaysian
cwna/fcg.

COCOA - London FOX C/tonne

Close Previous Hlgh/Lovr

Dec 690 894 685 562
Mar 667 674 671 968

May 678 665 681 877
Jul 690 60S GB4 689
Sep 707 714 709 707
Dec 730 735 734 729
Mar 749 757 752 748

Turnover 5210 (5726) kxs ol 10 tonnes
ICCO Indicator prices tSORs par tonne). Dally

price tor Nov SO 784.74 1789 34):10 day average
tor Nov 2f BOeSS (8 >0.77?

corraI - Loaded POX C/tonne

Ooee Previous Mgh/Low

tor 701 695 885 685
Jan 661 883 685 674
Mar 666 091 693 882
May 70S 711 712 701

Jul 722 731 730 721

Sep 742 751 750 742
Nov 780 770

Turnover 3743 (3300) tots ol 5 tonnes
(CO Indtoator pm»a (US cams por pound) for

Nov 2tt Comp, daily 61.28 (81.11;. 15 day aver-

age 6239 (62.44)

SUGAR - London POX 1$ per tormo)

Raw Close Previous HlgH/LOw

Mar 329 40 334.40 335 80 329.00
May 326.00 330.20 331.40 325 60
Aug 32020 325 00 325.60 320.00
Oct 312.40 315.40 316.00 312.40
Doc 310.00 313.00 310.00 310.00
Mar 296 00 301.00 300.00 396.00

White Ctoee Previous High/Low

Mar 395-50 399-00 400.00 385.00
May 399.50 403.00 403.00 390.50
Aug 407.50 411JO 411.00 407.50
Oc» 360-50 385.00 364.50 380.00

Turnover Raw 6149 (6372) tots of GO tonnes.
WTnfC 962 (764)

Pans- While (FFr per tonne): Mar 2463, May
2515. Aug 2678. Oct 2416. Dec 2343. Mar 2340,

CRUDHOIt - W*e snwrrei

Close Previous Htgh/Low

Jan 18.50 1863 18 89 1EL5S

Feb 18.40 18.45 18.48 18.40

ip£ indc* ia.ee 10.56

Turnover. 3931 (515Z)

GASOIL - IPS Srtonne

Ctoro Previous High/I,ow

Doc 182.00 183.50 183.75 181.75

Jan 176.75 178.00 17a75 178.75

Feb 17226 172.75 17355 172X0
Mar 167.25 167.75 168.00 187.00

Apr 161.75 162J0 163.00 161.75

May 159.75 15&2S 158.75
Jul 159.00 158.25 15950 158X0
Aug 159.50 159.50

Turnover 3834 (5777)lota ol 100 tonnes

JUTE
Novembor/Detmmber c and 1 Dundee BTC
SS70. BWC S5GX BTD S-S9S. BWDW& e and
I Antwerp BTC 5560. BWC $550. BTD $485.
BWTJ S475.

COTTON
Uverpoaf-Spor end shipment sales tor the
week undoe 17 November amounted u 990
tonnes against 496 toreros in the previous
week. Tracing was very low during the wok
•nth only small orders made in West African
growers.

LONDON nntal antHAMGN (Prices supplied by Amatgamowd Metal Trading)

Close Previous WghTLow AM Official Kerb ctoee Open Interest

Akantoham, 987% par** (8 per tonne) Wng turnover 6.850 tonne

Cash 1706-10 1893-3 170B 77062
3 months 17192 1694-5 1714/1608 1710-1 1714-6 32.365 tots

Copper, Breda A (C per tonne) Ring turnover 38,675 tome

Cash 1689-91 1581-3 1560/1668 1568-9

3 motitiia 1S99-B 7596-7 1605/1509 1SB8-7 1603-4 77.379 lots

Land (C par tonne) Ring turnover 8525 tonne

Cash 4244! 41920 480 429-30
3 months 423-6 41920 428/418 42&6-7.S 425-6 11.624 tote

Mckal (S per tonne) Ring tomover 144 tonne

Cash 96504)00 990025 9660/9640 9800-000

3 months 9450-75 9800-25 9560/9450 9466-60 0485-78 7.000 tots

Tin ($ per tonne) Ring turnover 315 tonne

Cash 6905-10 6820-40 6960 6060-70
3 months 7040-50 7040-50 7065/7020 7086-75 7035^0 5.185 lots

anc. Special High Grade (8 per tonne] Ring turnover 4.428 tonne

Cosh 14154) 1420-30 7431V1429 142930
3 monthe 1396-400 1397-400 1410/1396 1406-10 14054) 16.107 lots

Ztoc (5 per tonne) Ring turnover 300 tonne

Cash 141020 1405-16 1436 14392
3 monttm 1365-75 1365-75 1380 13896 137826 2.641 tots

LME Ooatog C/S rate:
SPOT. 1.5680 3 months: 1-5425 6 months: 10210 9 months: 1.5002

potatoes - an enonns London bullion humt
Close Previous Hlgh/Low Odd (fine ok) $ price C equivalent

Feb
Apr
May

150.0
BOSSm n

166JJ

2BZQ
229.9

20X6 20X5
229.0 228.6

Ctoee
Opening
Morning fix

Afternoon tlx

Day's high
Day’s low

404-404*2

397 4i-3084,
40040

267*2-268
256-25512
254408

Turnover 175 (56) lots of 40 tonnes. 38840
404-4044
3871,-398

254.985

SOVAONJIH MUu. - mn C/tonne

Cl080 Previous Wflh/Ulir Cotas $ price £ equivalent

Feb
Apr

14600
143.70

14800
14600

146.00
14X70

Mepteteal
Britannia

US Eagle
Angel
Krugerrand

413-418
41M18

263-266
283-266
263268
283-286

257-250

Turnover 40 (55) lots ol 20 tonnes.
413-418

404406

FBHHUtT PUTVRSS - BPS •10/lndex point
Ok! Sov.
Noble Plat

91-03

83285-54121Close PrBvtouo High/Low 9405334885
1681 1670
1681 1680
1690 1678
1685 1690

Dee 1685 1671

1877
1680
1420
1656

sim ib p/fine az US cts equhr

Apr
Jul
BFl

1688
teas
1420
1670

Spot
3 months
6 mail! is

36X10
38040
39X00

57X60
58X30
599 40

Turnover 306 (82)

nuum options

DRAINS - C/tonne Atemtatan (B9./N,) Calls Puts

Wheel Close Piewfous Wgh/Low Strike price S tonne Jan Mar Jan Mar

Nov
Jan
Mar
May
Jun

108.60
112.50
11625
118.50

1«50
H24S
11605
1)905

10945 100.70
11250 11240
11X50 11X10
11940 11943

1600
1700
1800

136

69
26

133 14

76 48
38 104

33
74
13«

1204S 121-00 Capper (Grade A) Cans Puts

Nov 10725 10745 10745 2350
2450
2850

167

104

69

f74 33
123 69
84 122

86
133
191

Barley Close Previous High/Low

NOV 107.6S 107.65 117.75 107.85 Codes Jan Mar Jan Mar

Jan
Mar
NOV

110.75

113.4S
10528

111.10

11X85
111.00 11X78

10545

650
700
750

36
12

63
37
10

7
31
71

27

51

62

Turnover Ms of 100 towns. Cocoa Msr May Uar May

600 BO 14

MOB - ora (Cash Settlement) p/kg
700 27 00 61 52

Close Previous High/Low

Nov 123.0 1235 Brent Credo Jan Feb Jan Feb

Fob
Apr

112.5
113.0

11X0
1135

1124 1124 1600
1850

74
46

79
51

»
32

36

Turnover 6 |S) lets o) 3260 kg 1800 22 31

US MARKETS
IN THE METALS, prices continued
higher in the gold, sliver and platinum
markets, reports Orexel Burnham
Lambert Heavy technical buying lifted

gold 5.10 basis December as the day’s
most active metal. A sharply lower US
dollar also pressured the markets.
Copper trading was moderate with
commission house activity seen.
Switch action made up most of the
volume. In the softs, trade selling

weighed on the sugar market Cocoa
and coffee were both slow. The grains
featured consolidation in the soy
complex after the heavy declines on
Monday. Corn and wheat futures
remained quiet The livestocks all

advanced due to commission house
buying. The energy complex featured
mostly local participation. Two-sided-
action keep prices near unchanged lor
most of the day. Carryover selling from
Monday kept cotton from advancing.

New York
SOLD 100 troy at,- Srtroy eg.

Close Previous WjpifljOw

Nov 403.7 39X2 404.0 4040
Ooc 404A 3898 40X2 39X6
Jan W72 402.1 0 0
Fab 409.7 404.6 411.5 404.0

Apr 414.7 4098 41X8 40X5
Jun 41X6 4148 4215 4145
Aug 424.2 41X0 42X5 41X4
Oct 4288 <2X8 42S8 42X0
Dec 4338 42X4 43X0 42X0

PtATBWM SO Spy PC frtroy <«.

Close Previous HfgMj/w

Nov 62X3 52X2 0 0
Jan 636.3 53X6 6375 530.1

Apr 540.4 RHO 5428 53X0
Jul 6462 6422 54X0 64X0
Oct 353.7 54X2 5538 5508

SLVGH 5.000 troy os conts/froy os

Close Previous High/Low

Nov 5814 9688 6708 57X0
Doc 5645 5708 5868 5898
Jan 58X1 5738 0 0
Mar 597.7 58X4 6065 6920
May 60X2 5918 6088 5908
Jul 814.7 600-3 61X0 801JO

Sep 82X4 6098 SI58 60X5
Dec 63X7 621.1 6318 621.0

Jan 63X3 624.7 0 0

|
men I

j
REUTERS [Basic September 15 1931 - ioto |

NOV 2D Nov 17 mn* ago y* ago I

18528 1851.9 18618 1842.7

|
DOW JONES (Bose: Deo- Si 1974 - 100)

j

Spot 129.59 13X48 13184 13204
Fubees 131.11 131.81 12X49 13X14

MQH OHADeCOPPER 26.000 for, cente/lba

Cloae Previous Hlgh/Low

NOV 11180 100-00 0 O
Dee 11180 10X50 11180 11080
Jan 10X30 10740 10980 10680
Feb 10X00 106.00 10880 10X00
Mar 10X30 10480 106.00 1GSw20
Apr 10580 10480 0 0
May 10X30 10480 10580 10480
Jun 104.80 103.75 0 0
Jte 104.80 10380 10480 10480

CRUDE OX (Light) 42800 US galls S/bwrel

Latest Previous HlghfLflW

Jan an» 1X99 2089 1983
Feb 1984 1983 1X88 1X78
Mar 10.64 19.65 1X69 19 58
Apr 1X48 1050 1981 1X40
May 1X30 1X35 1986 TO20
Jun 1X16 1X20 IB-20 1X09
Jul 1X09 1985 1X06 1X96
Aug 1064 1880 >886 188

4

Sep 1X70 1X76 1881 1X66
Oct 1X91 1X70 1X70 1X61

MEATWQ OB. 42800 US 9011s. onnteAiS galls

Latest Previous High/Low

Dec 0010 6006 8030 5080
Fob 6865 5873 6886 6640
Mar 6620 56*3 56SO 6610
Apr 5390 6418 6415 6075
May 5230 6240 5346 5330
Jun 5130 5134 5140 5130
Jul 5096 5103 6100 5096
Aug 5136 6153 5145 5130
6ep 5210 5243 5230 5210

COCOA 10 torumnSnormes

Close Previous High/Low

Dec 938 S33 946 925
Mar 962 844 068 037
May 962 954 970 946
Jui 979 970 964 984
Sep 9S5 968 990 977
Deo rare 1007 KJ10 1000
Mar 1031 1030 1035 KBS

COFFEE ™C“ 37-GOOfeS; cents/HW

Close Previous Higti/Low

Dee 72.70 72.70 7X75 7280
Mar 7X90 7X15 7X85 7X60
May 7XZZ 7X68 7580 77.50
Jul 6085 8X53 8086 saos
Sap 82.13 82.76 0280 8280
Dec 8X01 6X18 8585 6X00
Mar 87.75 BXOO a 0

SUGAR WORLD “11 - 112800 lbs: centsflba

Close Previous HJgh/Low

Jon I486 14.73 0 0
Mar 1489 1X07 1X17 14.85
May 1488 1484 1480 1485M 14.44 1489 1485 14.40
Oct 14.08 1X20 1488 1485
Mar 1X41 1385 1386 1X40

COTTON 60800; centeH&B

Close Previous High/Low

Dec 7035 7BL38 7080 6987
Mar 7280 7X20 73.40 72.38
May 73.40 7409 7480 7X20
Oct 6X7S 6X90 8X75 6X40
Dec 6580 6580 6X00 6X40
Mar 8640 6X90 6X70 6X40

ORANGE JUICE 1 5,000 tta; centa/Kn

Close Previous Wflh/LOw

Jan 12X00 12X85 127.10 124.75
Mar 12485 12X45 12X60 12480
May 124.10 12485 12X00 124.00
Jul 124.10 12480 0 0
Sop (2388 124.50 0 0
Nov 123.BO 124.50 0 0
Mar 12380 124.50 0 0

Chicago
SOYABEANS 5.000 bu min; conta/eOlb bushoi

Clone Previous Hgti/Low

Jan 58S/8 584/4 568/0 682/4
Mar 699/0 earn 600/2 505/4
May 61 (VO 909/4 812/0 606/S
JUi 616/4 617/4 620/4 616/2
Aug 619/2 618/4 621/4 61 a/o
Step 609/0 608/0 610/4 608/0
Nov eoa/4 675/2 60W4
Jan 618/0 616/0 010/0 016/0

SOYABEAN OB. 80JMO lbs; oonts/lb

Close Previous High/Low

Dec 1983 1X44 19.53 1X31
Jan 1X86 1X67 19.74 19.54
Mar 2081 2X11 2X17 19.97
May 20.39 20.48 2X61 2X34
Jul 2066 20 76 2080
Aug 2X68 2080 20.75 20.88
S«P axes 2X90 2080 2X86
Oct 2080 2X85 20.85 20.80

SOYABEAN MEAL 100 tons; S/ton

Close Previous High/Low

Dee 16X2 1868 18X4 18X1
1BS.4 105.Q 186.6

Mar 1648 784.3 TS4.8
May 1838 W3J! 18X5
Jul 182-5 182.9 18X0 182.2
Aug 1023 182-2 1828 1818
Sep 18X2 182.4 1828 181.7

MABE MOO bu mta; conta/5«b bushel

Close Previous Hlgh/LOw

Don 230/0 Z37/2 236/4
Mar 242/6 242/2 243/2
May 247/0 246/2 247/2

250/6 250tO 250/6
Sep 244/6 244/2 244/0

24207 341/6 242/0
249/0 240/4 248/0

D1CAT 5J)00 bu mm; cento/eott-taumi

Pose Previous MJgh/Low

DOC 409/2 410/6 410/0
Mar 412/2 413m 413m
May 383/4 394/8 385/8
Jul 363/4 364n 365tt
Sep 368/D 368/0 37D/D
Dee 379/0 379/4 379/0 370/4

UVE CATTLE 40,000 lbs: centaflia

Close Previous HJgh/Low

Dec 75.70 7X22 7X72
7402 74-36 74£T

Apr 74.35 7X86 74w46
Jun 71.87 71.17 71.70
Aug 8X87 8X40 6X95
Oct 8X32 8X92 8X40 89-00
UVE HOPS 3Q.OOQ fo: coms/tbs

Ctoee Previous HJgtvLow

Dec
Fab
Apr
Jun
Jul

Aug
Cte*

Ooc

4937
8X82
4X17
4X82
50.07

48.95
44.05

4X50

4X47
5X15
4X70
49.47

49.72

4X72
44JOB
4545

5040
6X75
4X27
4X86
5X20
4X97
0
4X50

4X10
4X70
4X45
48.12
4847 '

4X40
43.80
4SJ0

POBKBgUjea 40000 Baa; cewib
Ctoee Previous HJflWLOw

Fab 63.05 £2.90 63.70 81.85
81.36

Mar no cr 6X37 83.05
May 62.10 61.75 62.45 6X90

59.00
Jul 5X32 5930 8X30
AUfl 5752 57JO 5X47. 57.20

—
1 1,1 ^aw
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LONDON STOCK EXCHANGE

Equities await the trade numbers FINANCIAL TIMES STOCK INDICES
Nn now
SI CO

NOV NOv
17 IS

Sinca Compilation
High Lo-

INCREASING mflinationfi of a
two-way pull between overseas
and domestic investors left the
UK stock market with a nar-
row improvement yesterday
after a recovery from an initial

foil. Foreign investors, while
still unsettled by the weakness
of sterling; made little appear-
ance in the London equity sec-
tor and the market hong fire as
it waited for tomorrow's
announcement of the UK trade
figures for last month.
The equity sector edged

higher at the dose when ster-
ling was above the day's low
against the German iparfc and
Ixmdon was poised for hints on
the pricing of the £5hn plus
share issue in Britain’s water

QomnMMflt 9*c* 83.50 83m 8371 84.12

Tarmac
unsettles

builders
Tarmac, the UK’s biggest
private housebuilder and one
of the core holdings of funds
specialising in the UK con-
struction industry, shocked the
stock market by announcing
that its profits for 1989 “will be
lower than the previous year.”
a warning that saw Tarmac’s
share price foil steeply, as
building sector analysts moved
to lower their profits forecasts
for the group. Tarmac blamed
its troubles on high interest
rates, which put pressure on
its housing division.

Last year Tarmac achieved
pre-tax profits of £393m, up
from £265.4m in 1987 and only
a couple of months ago
revealed that interim profits
were £L54m against fciasAw At
the halfway stage the group
warned of changing conditions
in housebuilding
Mr Robert Lister at BZW cut

his current year forecast hack
to £370m from around £435m
and that for next year to
£330m. The BZW analyst said
that up until now the group
had a profits and dividend
record “second to none,'* but
that now there could well be a
problem - “only eight weeks
ago the company said things
were fine.”

At Panmure Gordon Mr Ian
Macgregor redued his forecast

of current year profits to £373
but matnteinri that the group
is “the best run in the industry
- at this level the shares look
extremely good value."
Tarmac shares dropped to

21Op before steadying and clos-

ing a net 26 lower at ZUp; turn-
over came ^out at Um, well
above normal levels.

Renters block sold
A single large trade of 4.53m

Renters shares - at least 10
times the typical daily turn-
over - caught marketmakers'
attention. Some suggested that
the Daily Telegraph had sold
its stake. The Telegraph said:

“We are not in a position to
comment.'’
The apparent absence of dou-

ble-counting of the deal on the
Seaq network indicated that a
marketmaker had taken the
stock on his book. Reuters
shares rose 10 to 912p despite

this evidence of an overhang in
the market “The holder proba-

bly called the price up - an
extra 100.000 doesn’t make
much difference when you’ve
got 414m, and Che price rise

looks good,” said one market-
maker.

Analysts were more cautious

but said that the size of the

trade was about the size erf the
Telegraph’s holding. They

Senior posts

at Storehouse
a Mr Pat Diamond, chief

executive, retail services

division, has been appointed

deputy chief executive of BhS,
part of STOREHOUSE,
retaining his group
distribution responsibilities.

He will also retain
responsibility for Storecard,

the group’s credit card

company, until its sale to

Yorkshire Bank is completed
at the end of February next

year. The group's continuing

interest in Storecard and its

marketing database then
becomes the responsibility of

Mr John BraddelL chief

executive, marketing and
design. Mr Bob Mackenzie,

who joined Storehouse this

month as group finance

director designate, assumes
group responsibilty for

information systems and
technology.

ASTEC EUROPE has

appointed Mr John Franks as

sales director. He was
European sales manager.

tt Following the acquisition

of ARC Construction from

Hanson for £6.3m by a
management-led consortium,
and its renaming as AMEY
CONSTRUCTION, the

following have been appointed

to the board. Mr Nidi Ashley

becomes executive chairman;
Mr Richard Douglas,
commercial director, and 3Hr

David Cawthnme, finance

*MW Ow
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companies, details of which are
expected before the close of
today’s stock market
At its final reading of 2.185.1,

the FT-SE Index showed a net
rise on the day of 2 points,
having recouped a 12 point foil

suffered at the market opening
as Wall Street’s overnight set-

back aggravated London's wor-

ries about the near term out-
look for international equities

in an uncertain global market.
Equity turnover remained

thin, fuelling concerns over the
outlook for employment in City
trading firms. With trading
volumes now persistently low,
the problem for securities trad-

ers Is one of inadequate return
on capital rather than simply
of covering day-to-day costs.

Yesterday's Seaq volume of
350.6m, against 364£m on Mon-
day, was discouraging.

Once again much of tOnce again much of the tone
was set by the stock futures
market where the FT-SE
December contract foil sharply,

closing at a discount of around
12 points. The March contract.

FT~A Contracting, Construction Index
Relative to the FT-A All-Share Index
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added that the Telegraph had
good reason to want to raise
cash because its owner, Mr
Conrad Black, the
media entrepreneur, is widely
thought to be keen on increas-
ing his more-than-g per cent
stake in United Newspapers,
which owns the Daily Express,
With a minrmnm of hunk bor-
rowings.
Interim results from SG

Warburg, the merchant bank,
ram# out well above the mar-
ket's best expectations and saw
the shares marked up to 444p
before profit-taking lowered
the price to a dosing level of
437p, a net 2 Mgher on the day.
“The figures shows what a
quality house can do in mar-
kets like these,” said Mr Steve
Thom at UBS Phillips & Drew.
Mr Thorn has pencilled in
£170m pre-tax for the full year.
The big changes at the

bank's retail operations left

TSB shares 3 higher at 114p
although turnover of a im left

much to be desired.
Suggestions of a downgrad-

ing. after several days of rises,

for Unilever from one of the
larger securities houses under-
mined the shares. They fell

back-13 before staging a small
recovery with the market to
close 6 off at 650p.

Of stocks usually affected by

goods company in which Guin-
ness has a 24 per cent stake,
helped the latter recover some
of the ground recently lost
with a rise of 8 to 587p. LVMH
has a 12 per cent stake in Guin-
ness and the two companies
have indicated that they want
the crossholding to be symmet-
ricaL Analysts say that both
parties would like the legal
wrangle within LVMH to be
resolved before any buying of
Guinness shares by LVMH
takwi plarp

The Tarmac news upset the
rest of the building sector,
especially awnng the big UK
househnfldera. Barrett dropped
5 to 168p, having been as low
as 166p early on, while Taylor
Woodrow dipped to 254p before
closing a net 5 off at 257p.
George Wimpey touched 220p
but later picked up to end a
busy session 4 off at 226p.
Building materials groups

were hit first thing but later
rallied. RMC fell away to 642p
before the realisation that the
group earns much of its profits
from overseas, particularly in
West Germany, caused a flurry
of buying to leave the shares
only 6 down at 6470.
John Memfes fell 7 to 346p

as marketmakers beard talk of
a downgrading from a leading
agency broker.
Rolls-Royce retreated 3 to

159p, as Hoare Govett joined
the list of securities houses
shaving profits expectations.
Hoare Govett now predicts full

year profits at Rolls erf £213m
from its previous forecast of
£283m. Mr Mike Tampin at
Hoare Govett said he was trim-
ming his forecast because, “the
strike action at Hillingdon will

have an impact on the final

assembly of engines at the
Derby plant"
Smith Industries, fell 7 to

256p, though British Aerospace
having came back 4 was said to
have been helped by news of
further aircraft orders and

the gold price, only Lonrho
responded to the metal’s
breaching of the $400 an ounce
barrier during the day. The
shares advanced 7 to28Bp. The
other two in the FTSE 100 are
RTZ, which recovered from a
low of ^Op to close 3 off at 525,

and Hanson, which shaded V*

to 216%. Tim latter is a gold
stock by virtue of its acquisi-

tion of Consolidated Gold
Fields In July this year, and
whether or not is is classed as
a gold stock, said dealers, is

largely a matter of whim. -

A Paris court decision in
favour of the chairman of
LVMH, the French luxury
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APPOINTMENTS
director - all from Balfour
Beatty. Mr Eddie Kims,
managing director, Mr Mike
Kitchanham and Mr Mark
Evelyn-Wood remain on the
board from ARC Construction.

Mr John Snook has been
appointed a non-executive
director. He is with Close
Brothers.

BA man joins

Virgin Atlantic

BM GROUP has appointed
Mr Peter Goss as managing
director of subsidiary BM
Plant He was sales director,

and succeeds Mr Graham Hall
who remains executive
chairman

VIRGIN ATLANTIC
AIRWAYS has appointed Mr
Mike Batt as executive director
responsible for commercial
operations. He joins from
British Airways where, as head
of central marketing, he
re-launched Club World. Club
Europe, and the First na«s
product

Mr Mark Knight and Mr
Roger Framings have been

appointed joint managing
directors of Perspective Public
Relations, part of the
OMNICOM GROUP. Mr Knight
was public relations manager
at the Financial Times, and
Mr Framings was public

relations director at the Hilton

International group.

,
. . .

mam

Mr Michael Pacitti baa

joined MERRILL LYNCH’S
European research department
in London as European analyst
rowring inrii iftfrHfll hoMlwg
companies. He joins from a
similar prat with UBS Phillips

and Drew.

EMAP has appointed Mr
David Metcalfe as managing
director ofTrade Promotion
Services, part of the exhibition

division.

CAMBRIDGE COMPUTER, Sir

CHve Sinclair’s company, has
appointed Mr Chris Wheeler
(above) as managing director.

He was a managing director

with Mars, and previously was
wife Texas Instruments.

fl CECIL M. YUILL
INVESTMENTS. Hartlepool,

has appointed as directors Mr
Frank Carr, Mr Richard
Harbottle andMrs Patrkla
Wilson.

however, showed a 30 point
premium.
A significant bruise to mar-

ket confidence was the
announcement by Tarmac, the

UK's largest housebuilder, feat

this year’s profits could be sub-

stantially down. This gave fur-

ther confirmation to fears that

UK corporate profits are begin-

ning to reflect fee economic
slowdown. A significant indica-

tion of currency worries came
from renewed activity. in gold

shares in London as fee bul-

lion price moved above $400 an
ounce. Dealers reported a
two-way market for gold
shares in London, with buyers
coming from the US and
Europe and UK marketmakers

ended the day unchanged at
514p.

An unexceptional 3.2m Brit-
ish Steel shares were traded as
the company held a presenta-
tion in the US. The price
remained unchanged at 12Tp.
Fading hopes of a bid from

Continental AG, the West Ger-
man tyre maker which has a 13
per cent stake in Kwik-Fit
caused fee the shares to go
lower, easing 5 to I20p. A mar-
ket maker said: “Interest in
Kwik-Fit has now died. Bay-
ing has dried up and no one is

interested even at these lev-

els.” An analyst however said:
“I think on fundamentals the
price is still too high.

”

Ranks Hovis Macdongall
were 4 lower at one stage
before staging a late recovery
to finish net a penny up at
424p. The company reveals foil

year figures today and the
market range is £170m to
£178m.
The lowering of profits

expectations by a number of
securities houses last week
continued to affect Cookson. A
big buyer was said to have
been in the market earlier in
the day but had disappeared by
mid afternoon. The shares
closed down 8. at 246p.

FT-A All-Share Index

D*wmImIHH

Equity Shares Traded
Turnover by volume (mfflion)
Excluding:

IraB-qitelbuBlneBBSOwn—

m

twncw
800

The market continued to
expect a higher offer for Has-
tate, the personnel services
and consumer products group,
for which Adia, the Swiss per-

sonnel company made a £167m
bid on Monday. The shares
rose another 7 to 298p.
AAH gained 8 to close at

898p. Mr Charles Pick at
Nomura Research Institute
said: "In the current period of
uncertainity, a company in
health care, which is recession

proof wiD do wen. The prospect
of serious downgrades arising

wife AAH deserves a quote of
at least 50-1 against and the
shares are likely to retain a
loyal fan club.”

Mr Stephen Carter (above) hag
been appointed chief inspector
(designate) at the CO-OPERA-
TIVE BANK, Manchester. He
will succeed Mr Hiley Shep-
herd who retires at the end of
the year. Mr Carter was finan-

cial services development
manager, Wang Computers
(UK).

LANDIS & GYR BUILDING
CONTROL (UK) has appointed
Mr Patrick Bateman as

managing director. He was
UK director wife Satchwell

Control Systems.

Mr Martin Wright has been

appointed director of

international operations/

acquisitions at Maxwell
Consumer Publishing&
Communications. He was
acquisitions director of
magHTiwffl and exhibitions

worldwide wife parent
company MAXWELL
COMMUNICATION
CORPORATION.

jobbing into the Johannesburg
market

Attention remained focused
on Thursday’s news on fee UK
trade front While doubts were
expressed over bearish fore-
casts that the monthly current
account deficit might rise as
high as £2bn, from £L6bn in
September, uncertainty ran
high. Bad trade news could
mean a fell in sterling, or even
possibly another increase in
UK base rates. But one US
bouse was predicting an Octo-
ber deficit of only £L3bn yes-
terday. Any figure in this area
could significantly ease fee
equity market’s worries over
fee near term outlook for for-
eign investment in London.
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AMI Healthcare rose another
10 to end at 401p as the market
continued to await a bid fol-

lowing Monday’s announce-
ment that its US parent com-
pany wanted to dispose of its

65 per cent share holding.
Shares in Trafalgar House

slipped 5 to 32Sp on fee hack of
a profits warning at Tarmac,
and the poor outlook for the
construction sector. There was
talk that Trafalgar, which has
a heavy involvement in con-
struction, may also be affected.
A profits increase, well

above market expectations
helped Cosalt, fee Grimsby
based ships* chandlery to cara-
vans group, to rise. The com-
pany reported a 59 per cent
increase in full year profits
from £3.17m last year to
£5.04m.
GSM-quoted radio station

Invlcta slipped 7 to 188p as
Southern Badto said talks wife
Invlcta on a merger bad ended.
The agreed 330p-a«hare bid

for UK Paper by Metsi-Serla, a
Finnish forest products group,
left fee former 36 better at
332p. UK Paper had been
floated in March 1988 at 135p
and the company had itself

been bought by its manage-
ment from Bowater for £38m In
September 1986. Yesterday's
offer valued UK Paper at
£263m.

Britain's largest paper maker
David S Smith rose 10 to 293p
is sympathy, with dealers
reviving old stories of a poten-
tial bidder in the shape of US
paper company Stone Contain-
ers. Jefferson Smnrfit firmed
13 to 555p on a mixture of Irish

buying and relief fee the com-
pany was not bidding for UK
Paper.

Interim profits at BAA crone

in marginally ahead of expecta-
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tions, but the shares were
depressed by Government
assurances over fee security of
fee golden share designed to

forestall takeover bids. There
has been an dement of bid pre-

mium in the stock in recent
days as a result of the 5% per
cent stake in BAA held by Ber-
muda-based conglomerate,
ADT, and fee waiving last

month of a golden share in
Jaguar. BAA finished 3 down
at 349p, having been as low as
346p, on good turnover of 5-3m
shares.
The property sector was

alive with persistent stories
that a bid may well materialise

for Rosehaugh, with Canadian
group Olympia and York again
said by speculators to be
favourite to launch an offer for
the UK group. The takeover

stpries drove the Rosehaugh
share price sharply higher to
touch a level of 565p before
profit-taking cut the price to a
close of 533p.
Dealers continued to take

fee view that the bid stories

“have been around for some
considerable time and will

probably continue to do so.”
Rosehaugh is scheduled to
announce preliminary figures
tomorrow wiuth a net asset
value of 730p a share being
talked of In fee market.

shares settled a net 4 off at

616p after 613p wife turnover
coming out at an unexciting
527,000 shares.
The oil leaders moved nar-

rowly. BP edged up 2’,4 to
300 '.4p albeit in thin trading of
only 2.lm shares. In the sec-

ond-liners Kelt Energy, down
3'/s on Monday, dropped to a
year’s low of 26p. before clos-

ing a further 3 off at 27‘/sp.

Monument Oil & Gas slipped

l’/t to 28'Ap after announcing a
£62.6m rights issue to fund fee

Among other firm spots in
roperties. Greycoat added 5 atproperties. Greycoat added 5 at

448p and Laing Properties 9 at

469p.

An early story that ICI was
about to place its near 25 per
cent stake in Enterprise Oil to

raise in excess of £700m came
to nothing and Enterprise OH

£62.6m rights issue to fund the
purchase of Renown Energy,
jointly owned by Consolidated
Gold fipirifi and Kleinwort Ben-

Other market statistics,

including FT-Actuarles
Share Index and London
Traded Options, Page 27

From December 1st the imaginative. IFA will

be able to promote European unit trusts

as well as those from the UK to his clients. •

UCITS (Eurospeak for Undertakings for

Collective Investment in Transferable
Securities) is featured in our SPECIAL
REPORT in the December issue

of Money Management
- the acknowledged
leader in providing

detailed analyses

of products to
assist profess-

ional advisers

like yourself.

Ma ke su re your.
:

c6mpetitdfs;''

don't have an unfair advantage:'
Thousands , of VyotHer. advisers,;:.,

including solicitors and accountants, ..

rely on. our reputatipnu’i .forjhex-,',

haustive, accurate O and ;-;- unbiased

•

ireformation ,
every, rhonth .Cr/fy

"
'> •' T

Money Management magazine cam
provide you too with extensive research

and authoritative analysis enabling, you
to spend your time more profitably
- advising clients. -

'

. v
; ;

/. /'U*' A. f f

Money Management is a Financial Times
magazine. So as you might expect;
other articles also tackle, the subjectsi-.J

which matter to you as an adviser. :

:

THE SURVEY: Freestanding AVCs:,NpW thathf
restrictions

.

have been removed .pensions-;

providers can promote FSAVCs. We take a close M
3t whst^ nn n-ffnr :

•- . -T •,1

MONEY
MANAGEMENT

look at what's on offer.

NO SURRENDER! Examines whether selling a life pblioy.s.'f

can prove better than surrendering it. .MyM: TWAMaM
A HIGHLY CHARGED SITUATION: Has the time come A

for unitholders to fight back against'increasing ;char^es?A
' Add to these our other regular features - ‘Statistics

.{the most comprehensive available), Market Bnefing/'the.Y
latest product news and an examination of Irelands reviving T

:

;

financial -services industry, ’ and you'll find ' this issue of MprieyW
Management really is- required reading. - -MAy M.Tih-E'

So before" they all disappear, invest' £2:85 in Money Management:;;

-

At your newsagent - now. :
.
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Prospect H I Port H.V.
PnawctHIPon. 158375 8625J 1

-
Du MAV Mur 10 1 *731 . I 1 -

Clnfef Bond. —... BB 92 9459 +0.06 -
GLofel Mason. 102 23 10938 <0 16 -
Glnfel Ifemeiy. 94?" 9665 -OBJ
Moran .— 100JO 106.59 +0.15 -
American GromA 108.09 115*7 -0*0 -
CaaoKW HU GtHb 121*0 130.74 +L25
Fir East Gib.—-. 1205* 130 13 +OOB *
Japan Gib.—— 10937 11758 +007
UKGnMb UO 87 11X46 -1*1
Taipei Fund

Cfo PnnkmUI-Bacfe Capful FendlntlEfeHM Uri
MAV HTS2.779 9 100 US6106.59 (Mar 2X

Templeton GattnUtb & Himberaw Ltd
GJofeTlnc Nor 16 351037 1L05I 1 -
The Hari-Biro Fuad Ltd

i -.1 -
The Thai Prime Fond Limited .

MAV Mar 17- _...[ 613.72 I I -
The Thailand Fad
MAV Nor21 Batt B43J68*5 1DR Wien USS32.MU4
The Thailand Grawth Fuad

MAV Nor£7 US*16.45
The Thailand Inti Fwrd LU

Oman..-- IL4JS0 1X15061 156510 Mth
Chavteriioase Bank Limited
1 Pawnaatn Raw. EMM 7DH. 01-248 <000
Sterling 1550 1056 14 79 Mth
II*. Dollar. 750 587 B.04 Mth
Goman MwCi. 6-50 5.09 6.94 Ulh
SMalrfed 6.00 4 70 6.4b UUI
Japanese Yen 430 332 477 MU
Citibank Savings
St Manlnd H*3UmoienniHh<ira«vW6 0J-741 4941

WlltSlK
Clydesdale Bank PLC
3DStVhicniPUCrGUnaia(a»!. (Ml 2487070

SMScSrdHvlZ

DoMAVItorlO- 1 5731 < 1

Protected Performance Fond
, ,

Pcrtmtnaacn FinoT— 1 1072 I 1
WeiblrdfeHngMibEriar

Prudential Inti Financial Services Ltd

MAVMm 17 J 519*1 I I «
T. Rowe Price Associates, Inc , ,WhwumgafeO—— I 99*9 I I -
Thornton Investment Mananoneut Lb
Kongjn» Ffed 511.08 116340 +0 02
Eannn Cnaaaar 110 03 105515 -0.01
EarapunDpu Fold— 5638 6.9090 +0.04
GhUalAcouFid 51X59 119595 4003
GoWrn Opps Fend. _ 6736 7 .9380 +0 03
NKCOfeCafeMM. 61166 122430 40 02 '
bltl Ona FranL 52.12 2-22
Kabuto-Cbo Food. S0.78 113190 -0 03
Lbllt Dragon* FmL- S2229 235095 4022
Panflc Ticanotagr Fd— 510.71 112436 -OJM -
railrajnnBeacKf Fa— 560.97 64*815 +027
TTgerFfed - SJ140 32.9700 +0 02

WCA C2.000-C9.949-1 12-2 935] J3J0f Otr
00.000-U9.999— 1 13 0 1017] 14 09] Otr
£20.000-149.999 13.2 1033 1432 06
DfiOOO- - 113 7 10.721 14 88 1 Otr

Ca-operatlvc Bank Top Tier
78-80 Conhlll EO

, „ 0300616162
£500-1949.- |9 DO 700 95a]6-Mu
< l 000-0.999 -J 1030 B 00 10.90 6-Wb

S1LO-19.999.—--J1150 9 00 1 1230 6-MU
1000+- ZZUM 10.001 13 70 lb-ad lb

Cootts Reserve Accoant
440 Strand. London WOROffi

,
01-3796262

£50 000+ 113375 ID 125 1 13.50] Otr
£20 000-L49 999 13 25 10 001 1333] Qtr
C3.000-U9.494 1

12-75 9.625 12*3 Otr
£X-£4 999 >600 4501 600 1 Qtr

Oarttogtan £. Ca Ltd
IDTfeCiacm, Ptyoiouu PU SAB , 0752673873
Monry Mkt Acc-__-_TUl7* 10.76) 14.941 Qtr

Edlngtm Pic
lKlHStim.MaemesforM2bAW ,0618342535
HKAiU.OOOrt .-1143125 1120 1 — I tf

IS24 11 253155) -0.071 -

Managed Sterling—-. 1362 £36 7* +0 003 6-13
Managed Oolijr.-.— 61287 12«* 40 05 5.75

SSSSS==zSSa JS°d8 z:
!0J7

-

K8te=8B*B -SJ.Yen D+maU YSOOS 5024* ___ 2J9
Putnam Intoraatlraal Advisers Ltd
Enrg HBbScJ I 6L6?9
Emrg . lefo.Sd 1 51311 »
Hlgn IikdovUIMA—[

V»M —

.

Intenuifeial Ffed—
-J

511.60 »
Clnfef HIGUFnd..._..l 511.92 4004
GinhMGwLliK TO....I 115.06 -

Pacific ImFdSA DM .IDM34.47
Pacific lm Fd Wru t ... £7.0/
tocMc let Fd Wib DM _] DM20.19
JPoniCum NAVUn 17-1 S8*9
GHfellodnePferi
ASE 50 Ids laden 514*3
FTSE 100 laden J510*0

+014 -
+013 -
4024 -

+0.14
+0.10
40.06

Three-Way Asset Allocation Funds
- TWAA Fund rt ]510939 109 «5| 1

-
~ TWAA Fend 0". 1 596 14 963,1 1 -

GMat Gort. Ine TU....I 615.06 I 1

fdNVte„»i iQaaouoaFand 1614.050 £43341 1

Bnantus Fowl ,
OuaatasFand HAV.—I 516-77 I |

Quitter Imternztloiul UauawHseut Ltd
QaadoLMtcl. Bond—

-|
50.89 0.931 —

|

Bternatlonal Maaonemen! Lb M^3BcM«20—
cl. Bond— .150.89 0.43 - NwUA«ria*__
cL Em. - 52.77 2-91 Orernc.
d F.EML. 53*3 3.73 - PauflcGaW.
I.H tom . Is £90 2*0 - Tfer.

Real Estate StratwIroLU
IRES Interaatbwal I £5965*5 I _-—

I

Rosenberg US Japan Mitsui Ca SA

Maniiaiii Fend Ungut (Bwauda) LU

LKAAmimnitTlnll Global Asset Hiwagi.iiwrit Corpn

SteftlegCim. I C455 I I
tfSOodnrCfoik. I 59*6 I 1

__i

,«_^i Alnfe Ffed US Jes—
Portfolio A. KAV

1
59.98

Portfolio 8 1 MAV 1 59*6

Hoseuherg Management SA

aser
1

8

- KAV 1

-0071 -
-0*6

1

-

*PrtwatNav21
Traasworid Band Tnst , .
MAV Nor 21 SU.95 I 40 021 -
Tywtell Intensatinnal (Bertnuda) Ltd
American Special 5IB 544 82 47*7 40*3
Conomdltr Nor 20—. 52233 23 44
Eurobond— SZBJl 29 63 -0.01 -
M<na7 Nml6 533 47 3516 730
Mortgage Mur 20 ouu 14.35
NorthAntorioi 536*9 38.44 -0.20
Oreneoc. 128115 3030 -0 06 -r

Pacific GoW. 5589 620 -004
nger. ZI54L46 44*7 -a08
US Pacific Stack Fond
HAVHW2J I 61730 I I -
Unico Invest Fd Mgt Co SA Lm
Lnarimi ft Continental Baatcn Ltd . ,
Unlm Invest. Ffed.— fouTl Ob 73301 I 3*0
UtdcoEnoln Fonn IDM62 94 64*3 1 1X00

I - Malaysia Growth Fmd
MAV Mot 17 J 510.71

Portfolio A. MAV J
Portfolio 8- MAV 1 J

Sotfaschlld Asset Maw;
OCConMMdltr IlMl 1

I 40 04 1 Z

54 L 6310
DM698655
SFrf.2 3306
T4363*3

Scimitar Wartdw
Staling
JSS...
O-Mrat.
iriv. Franc—
laojntseVeo
tuu/alLui 5

OBBK
1 531.47751
[DM63.6‘»37
ISF1483210

1

YM71J921
|AS3a571?|

Era
USShfeaegeri-
Staling Managed.

638 ftu ....

5D3 Ootfe
7 01 UKDafhrFd

HfiMricuIWIttF
PhCtllc BnsloDMtor

5X3*410 348399
07*773 17JSU6-

j|X:~lIm
~
DniL

Scimitar Worhtwlde SetecUou Fund Limited

Hi 3% :M
SBS

1 33 : SS
S3 SS 33 = szLih—

Atiin 5mlto HlodL.

iBi*=rTW"i —i - gfflgSSE-cz:
BAJDJMriUonon ®CA«

,
gamfS^-ZZ rfriawj

K°—*rzzzj gum* z: :

iJrirtFW-.—J FFrUCil2*9 — I - CAM HfegHMgZ... 119699

- aaas^: S&i

—1 5157*4

3 ^—I 57825
CAM Earapoi Uc— .. ,5X10.18
GAM FTnct- FFr1464 -16
CAM FtOOD+nlSFr SFr255J3

Bond PinsFond. 1 FFr1169.46 I +0-09 f

Futuresram
MMTUMITEDMne.-. I 6X3*3
MKT CTO LTD So- A- 57036
NUfTcrDLTb-anc.fo.-l uaeo
IHT CTO LTP-tar J943

MltfT Alntoat Gtd Lid n
FBUEHI«TGTDPLC-_| 6109.17

hesLtd IBJ04_| 598.49
Ud I AW.94

CdW.
Japan,
Pacific Basin.

Eol.
wsrtdfeSe—

M29 2SSl

B* «l^
Basssaf®^-:

?Hg2aSS‘r3s^o zSo
T5B GUI FdUsjiLU—194X4 47*11 aJ-5‘
- ” *IU

X29

Tanjrv IPS Unto Port..
toteraalnwl BeWFwd
EamuanGMalSohD.

InAdWlBtergAfeMHiNALdMM

li.62 40*3 - HBIFd-.
ilbo +OCO - CHI Iusumte Co Ud
is SI - sssvs^“

, *iriW? L0-l,

i^i “y5

So? ^ns Su - 5“4f«yFd£ HO 57* —
BE «» M - W?fczSi Si

2S| ^“l Z Sdwwfe. »x a*

nit-. Jersey EnauiateFd--. mjk 50.7 —
_ Ffedlty CuteAbe 470 50*

=H h i3

1 ”,
s* rr.

a4 3l 48* 2*1 YSAffWoreFranlv... 473 50.4 .
—

Sit 40*1 2*1 Forother UsHPrices gkone 0624*599
sao — I

- Eagta Star Inti Ftnausial Services

^ BBSB=&a
Z HS Dollnr BbcCMp—. 61X07 1.141+0*1®
_ US Mir Perfonrame.. SX115 XI99 +0.gm
I USaHrAdMnw... 10.480 LOM -Ml OOS

. Eagle BtarCao*-.— £6379 6.461 +0.064

Eagle Performer*-. £6.476 7.012 +0.060

v CjgHAdrawmmur— £6396 6 761 40090
lannf I LM c Pricdonatetlarr Sterling wferalmL
W;4*I.-ir— 1^ FarnuurHud primpkwBiwg06M6hZ26ft

BoWStfertty 1 FFr121979

Julios Saar Bank.A Trust Co
•—“ti j. BurSfd-

J BrtVd*.
M6*fe.J*feOMriP.

*PtBChM9V

Bank of America
US DoUht

. tfMjkmimiFmmA

DawS%r ' —

1

: Rffi£S£j

S103JS
£10131

5FrlD241
DM 102.60

+0.02
+a.s4
40*1
40*2« -

Manila Fund (Cayrnaa) IU
UuBaFdBAVBMU-J 51064
Medttenaman FimdGaCAVl
MAV Mot 14 _J EmlLOBMAV Mar 14

Meridian Funds
Mfegr Market.

be.— 5159*8^ 5218*6
SFr97*9
S18DJ4
615757

Giafei Gmt lacanw

—

CJabil Eqnfty
MaHJ-CanfeCf

TJ Bauque Scaodtem Fd. Mgn. LU. uS Jls'zZZZZ U5757 'Z -

= J{U. LX8I _I - SSK: JW 40JD -
- WTte MIL-JlUB xzrl 1 - tfeWMrtm 61M.13 — :

: jsassswnMi -i- HS&e m = =

iMuarassBtsPTaHo—
FiraCMmiibirSiBj
Glnfel EqufePYpllg--

- ESSSSC'
1'-”-

EwopaFiMa—

eEBf
_ KortaFtL

: BSSSS
S&B

» %$£&
- Bond FA.

E ggSay

iassssse^:6AMBoriSriF*» CAM Band Yra

DtutschHiarkP'WIO
Ifoaid SUg P’foUaW
US PolUrVMffol
Vva Fnrtfoilo.

1639 _
17.30 17*61
' 79 tA-lOl
kJO 16.47

: sssaa^zi w i =i
- Gtahal GovwuBMt Hu Fad

. 031 c/a Piwantni-aitfe scaniio toe

. US KAVHnMMwl0USSb*4CS&(S

= H daaaMBaR7‘ u,9r*B -

:
Iii.

Hen drallDg fey ffotcatef 21

_ Grami Out Limited

: : SffiMffiae
- USUMACbnStoU
- WUMAGUbSuIIOv-

- USA Income P folia

WuldNii fidPUMA.
MtortdH*aKPMdB-
Btarrill Lyoth (at
hIi Portfolio

Maryan Stanley S

-0*2
-001

-z
40.07

Moraan Stanley s
fitefeliwifeMor£4.J
Glefel BaMMovM...

317341 -4.071 3X0

toqrMnFfoFdNwUi-
fetrinmu Fd bn Id.

Murray, Johostoa
Auavannwifell-.
Japai PI6I*Mavis..

-001 1 -
4001]
40*11 -

(GSV) LM
-0041 -

S993B7
599958

dnv. Advil
SL«* Z73

DC Commodity TitoT*^ 17X91^-1*1 1*2

jM*“OT*S5SW“ -
Enudlu&vwtlL CSl0b7 1X2Z
iwteaKUin Growth. SI3J5B - —_ -
BSSSScSSS:— sw.* iou — -
IMppoosnotan. . — |U3i 1X43 -
PacificGronth S&E H in

“
Worldwide Geo+tn S10J6 U-10 —...

Asla-PaclflcGrawU ... 5U 10p 1360
ShworfGwrtb - SMM 08B0M
Stem Snulln Cos.- S10X0 - --. -
Royal Trast North American Bond Fd

MAV Nor 20 U56UX98

JIB-46 I „_| -
Sabre Fuod Atafft Ltd
Fulina Fd 5 Mo* 20 - 52039
FHiHdhl ’A"

J..
^511-30 1 -

Financial "B'SFr SFrl9.17 1 -
Saudi International (Guernsey) LU
MflMtfZ- 51035 1033 +0 05 -
|rt Dollar 51036 10J7 40 01 -
|ml Equity 51127 U*7 +QJaI -

Schroder Investment MaKwement Umitgd
Gap U5 Cipiltr No+ 17 . M.4T 1233
SmrfStoCipNe.17.., ,ULM I -

SdmdeK Asia Limited
Aslan Find 5837 SU — -
CuMlQ-ftBondFdltc-. U60 £.70

CorifwCBafeFdAX- S4J2 437
Energy Fond S6* 6 70
EradPWnFd— »*4 5.40 _...

Gold Flirt ...—— 64 24 4 47 .—.. —
SngMdgFd _ HWU3* 13^ .

-

imranatKoul rnea 57J6 7*6
Jaun Fand ... ..... S8 42 9.40 —— .

—
North Americas Fife)- (5« 9« —

-

ScbfG&H Austral a LM
SdrakrAnstSh - . AS5.50 5 831 .—.I -
Scimitar Bermuda Fowls
aumurFound Fd... 52-026 £1281 1

-
Cunimcd Fd $8 47 ™* •— “

Seoesur Securities (Bermuda) LU
SuoUldUIIIDasMr)! 51&461 JB 1 1

Spool InteraetloraJ Tnst
Fond Mar nona fowsi Tnm Co lid

MAV Mar 21 Wna 29.370.90 1 DB Wife USS4J.btKj.00

IhdcoEnoliy Fond IDM6Z44 64*11 1X00
IWofelnrestraentTGesellsehaft Grata It

Ualforak. DM3L23 Wt»[ -OJO -
Ur Irak 0U7fa.1T 80 00 -0 05 -
Ualraoto. 1 040539 36 701 -OJol -
Viking Fmt-SKAV

«NAVIh»21Ea90*r
Wartaros lav Ungmt Ode of Man) LU
Dollar rd BOPtlPfa—I-TSlO 65 10*6
Dollir Fd OPUPi. 69.99 10 10
Sterling Fd BOPUPc— ElO 61 10 62

DM Fd 0PUPt_ DHJDB1 10 Vll
Vh Fd bopupi stun a no
Ytd FdOPUPc— 59*4 9 9b I

El : BSUBCaWW-iuiw
World Fuad SJL

, ,WsrMFuiilNAVHoi6...1 624.45 I 1

Yamwdii Dynamic Most Co SA
AdWMdd'Mh I 526X7 I 1 -

Trust Funds
5r Fnahr

Grou Net CAB lm Or

Charities Aid Finite Money Miwnt Ca LU
48 Pnrteiiy Bud. Taatvidgf TN42JD

,
0732170114

Cafaih DcpmH Fd XJ14.7S 15381 .. . I Jradh

- The Charities Donsil Fmd
2 Fun Stnri, London E£2V UQ
DeflOill -.7114*0DepotU .. — . ...

Gartmore Henegr
2-J Wife Hsn Van). I

- Call Fad —..14,28 11.17 15.
_ 7-darFvBd..- — 14 43 1L24I £5

Special Fund 14.57 -jib
_ Dollar 731 S 72l 7.

. 01-&BB1813
-I UlMIJ^Mi

rat Lid
Utt, 01-2361423
L1.17J 1531 [6-Mm
L29 15 48 6- 14th

IAW Mlh
S 721 7 7,1 J-HlJi

FlBAitelal & General Bank |ric

13 Lomdn SuwLtaadoo. SWIX 9E* 01-2350036
MJ*A£3.0W<mSao_Il3.« 10301 14 70 [

Qw
H.I.DA ££5.000+ -Zl 13.67 10 70 1 15 00 1 for

Gartmore Money Management Ltd
2-3 White Hart YaitLLmdonSEllIU

,
01-236142S

Mean htogt-AccL—7113.625 10.661 14.79 D Mth
Girahmfc ric High Interest Cheque Acc
10 Milt S< London EC2V8JN

, OlbOpbDZO
Ll.000-C3.999 ..TlO 75 9J5| 12J3|Trartj
£4 000-£9.999 111 DO 930l 13 67 Vfety
£lb 000-£49.999^. 11.75 10 00 !J33 You*
L5C.OOO 112.75 lIUOl 14.001 Vcarty

Grofund Inv Mogre/Allied Irish Bank
Hlu Iftterea Cbrqua Accotat
51, Belmont Bold. Urhridge. U88 1RZ . 089559783
U.500+. -.1 14.00 10.961 15X21 Qtr

HhiidlerClyde Ftoonce Group
Ouiln CL WfeUBUT EW. BaHoBOnke Q2S6H1863
E50O-C2499 J13* 10X71 14.09) Otr
I2J«W9.999 -_JUJ lOifal 14 h5 for
£J*000-£49.999_|14 0 10.95 13.21 Qtr
C30.000+ 1 110 11.73 1 16.341 for

Lleytb Bank Hlgti Interest Cheque Account
71 LsrabardSL londodJECJP 3BS 01-XS3497
L500+ ~|S TO 7.00 9 60T Mth
£5 000+ -ill.40 9 00 1230 Mlh
£10.000+ -1 1L90 9 20 12 OO Mtb
£50.000+ IXL40 9*0 1 1320 1 Mtb
M & G/Klelnwert Batson
MAG Hw

.
Viooria Rd. CMnn/sriJ

,
0245266266

H I CAl£t500»>-. .11335 10J7I l«52lnilJy

Midland Bank pic
PO Bra ? Sheffield. . D742 Q8635
Hum H< Cm Act LI 30 9 00

[
1241) Otr

£10 000+. 12X4 9.50 13.13 Otr
E50.000+. 11342 1030 1436 for
Him 5+Hgi £5.000+ 1 14 Ob 11 00 1 15*71 Cm*
NutWest Special Reserve Account
41 laufeiy. London. EC2P ^BP

,
01-374 337

C

LZ5.0oajndaferr-.-mj5 10 00 13.84 Otr
£10.000 m£24.999.-1 12.75 9 625 1330 for
LLOOO-L9 999T. lllifl 9J75| 1295 Chr
SlO-U.999 Z71 1X75 9 00 1 Ji<ll for

Provincial Bank PLC
30 Afoln Rd AltriadUai. ChefSke, ,061-9289011
Kl C* kxooo+j 1 14 125 IX03 1 15 451 Mlh
Royal Bank of Scotland pic Premium Are
42 St Andrew So. Edlntarah EN22TE. ,031.228 5650
£50.000+-. .. JJJ » 10 901 15.14! Otr
£25.000— £49.999—1 £3.74 10 751 14 *»n| Qtr
LIO, 000 -C4.999_J 1335 10 bO 14.71 Qq-

«3XOO-£9 999..Z71 12.47 9.751 13.491 for

Save & Prosper/Robert Fleming
28 Western W, Romford RM1 3LB. ,0738 766966
K I BJV _ I LX25 £0X71 14*6 1 Dally

Standard Praoeriy Iirrestment PLC
8 St Aadee+i Square. CdlaMigh EK2 2PP 031556B23S
HICA 11430 11351 liUlYmri,
TS8 Bank pic lEn®tond & Wales)
100 Imrrr TTobb

S

t. London EC3R6A0 01-62J6000
HICA C 1-4499 7.00 5 50 7X3 YuriyLWJW 930 730 10.00 Yuly
L7.OO0-f.9 999 11 50 9 00 13 00 Yufc
£10.000-C24,999..m~ 1L73 9X0 1140 YcotJ
C25.000+... - 17-25 9*0 12*0 Yorty

Tyndall & Co Ltd
29-33 WneraVleforla Sr, BrifoJ , 02727,44720
DaraardAcc. 13.75 10.751 14.93 Otr
MIMA . 13.62 10.66 14.71 Qtr
HIMAUOODOO* 13*7 10 85 1507 Qtr
amiPInAcc I £3 25 103*1 14X71 for

J. Henry Schrader Wan & Co Ud
BlluflCtre. Nflrtiuitara'lld, PwtsaTtb

,
070537Z222

Sn+CUIACL. -114*0 10461 15X7*4011.
ClO.OOO and above.—J 14 IS 11.151 1569WUily
Western Trast High Interest Ctnoae Are

Jg Mfetyetatre. Hfeiarth FIX 15E 0752224141
C23 000+ .._. , M..Jl4S0 UXS{ 15.781 for
C5.UXK24 999 1425 11.15 1330 »
U.OOO-£4,999 1 14*0 10.96 1 IS221 for

Wimbledon & South West Finance Co IU

Gu Mel actual rair toler deductioiiar C8?3'^lrUfo
Cron equhilwu bask rate UroaMn-canBawttd
4*0*41 rate tot Cr (rsyajay lateral audited

Jh|IMl>-1Al*NM 15... 05342 271 9»
Pacific PfcBoMorl5—IUX29 12*91

- Utility Vhfos Trast-_|SUB0.94
- UtilityVelaDints 1 51087 33

-a a| 7*1
-5.45 1 7X1

NICS Ettrape and.Incsme Font)
113. s.— H2*6 1

. The Siam FimdlCaynmlUd
_ Sum Fd MAV Not 15 1 SZ1.28

DM Incame & Gwtb Fd
HAV Hoe20 1 115.94 I

- Singer & Friedlander L*l Agaits

. sx'a.rr.tCr’iui ::_i

Grots

Aitkin Hume Basil pic
300(7 toad. EC1Y2AY
TreasuryACC 1350aihihimw- u so
MaiaaidgiiMntrt. 14 00
UUIIMCMI50.D00+ 14*0

UWT TRUST NOTES

S
Priram to pence dfllra Mhanrtu Indkaud fed Ihnr

5 with aatRfln refer lo US. daiUn. Ytolfo%
Gr Eaafa

iUI“ ,or e* 1
.
forita nflrafo Prlcfo of wuln gkfe

Met CAN IK Cr “*“*!“£, l*"l»4.Pli« ntotoct to apiul mitni ta aqnla b m rofealfldfraeof UK taxes, p Periodic mninq
- rianL* Snglr pttnihira inaufamr. a offkm

A
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• Latest Share Prices are available on FT 7° QlSgvliia
Share Code Booklet ring the FT Cityline help desk on Pi-K^a

AMERICANS- Contd
HOT

High
.
Loir

wy
S7%
22%
7
sa

bs

28 V
30V
22 V
55%
42%
32%
lfeV

St

z«'|

s,

Sr
H%
26%,
321 ri

36jd

48%[
53%
M'j,
24%
46%

847i

32%
15%

lav
22%'

Steel

^HaUira let 50c..

28V
2B£
22%
24%,
30%
28 jl

54%
44oj

24%,
SStflAj,

16%.
15%
34..

O'*
1

s
u >i

15.'.

18%
24%
36%
lbp
18%

Honeywell Sl%
Hanson Inib I —
IBM toon 51%.—
jngSTMlI-Raral 52
jOdtbNd Cipn. SL....

Lone Siar Inds SI
Louisiana Land 15c...

LowesStfc.
Manuf. HauwerSL..
Merrill LjnetlSl

Moier Inc.......

Morgan UPI S%—

-

Morru (Philip).

. J HYNEXSL
bp IT aide Legal Sett.|...

‘%PHBCorp.|
p ^Pacific Agr.|.._

,4 Piclhcwt)S3%...

—

PadfteTeleslilOc....

Pall Corn. 2bC
Pemirqilffi l/3c.

—

QuakwOauSS
Pep NY Corpfl S5
Rockwell lull SI.

—

Sean. Roebuck 73s...

SocUwetsm Bdl 51.

5unCo. Ik. SI
TRW Inc 62%fc-
rw Senics 55
Temeco S5
Teuco S6 .25

Texas Instr. SI.....

—

a Time Inc. SI
2 TRI NOVA Carp.

lb IISXS1...-
TUnllab

. uia. Tediaologlei.

ip nJUUiechlnc

% US West |

i% Waste Mm

23% Pep «!

llt&?
21% Soulto

14%
26V

ZfflTc

18..
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13.

126p)Wi
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™
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13%

28%ioWMlmvUS3%

Wastr Management SI.

Whirlpool SI -
WtHiman Com

™tt Sl.ffl
siii
SI .90)

S1.IKH

538H
SI. off
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S1.6&
SJ JL3

S4.36

-% SLld -j

$2.76
SI 8t
48o

S3.M
SI 40

51.28
78c

52.00
SZ.bO
SI.80
51.72

S3.04
53 00
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Sl.oc
Jt8c
SL40

51.60 H
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btX
SLID
5LCC
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YTd
Grt
0.7

33
8.7

4.9
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so
9.6

2.5

1.6
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3.7

3.8
2.7

5J

32

6.0
43
1.3
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23
2.7
3ft
5.2
4.7

4.7
3.7
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5.6
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2.9
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CANADIANS
178p 129p WBMGaW Corel....

26p a%p PAbbm Energy Corp...

20% 902ii ffflirer. Barrick Res...

39%D 10%pVAnneno -

33% p 8%P pAuqmitui EapW
18% 12% 8k. Montreal |

10% 655p Sk.HowScot-f.

824jj 599^ rBCGasSl- —
17 12% IBrascani

22Bd 108p yBreakwaier Res.

—

17% 11 % ian Imp BankI
15% W« !an. Padlk I...

41% 37 Oo. 4pc Deb CIOO....

588b 374p Centra) Capital ’A" |.

55Zr 340b Worona top
409p Z28p PConj TVX Min
775o 492p POrrJjn In*. |

12 751p Ptcho Bay Mines.

572o 336p PECO Corp I.

417p 243p iandall Teois. Inc.—
1800 122pfcrana«lnc.l

Z7KI 3p VGl Pacific Res

903® 651 p null Canwial
15 10% WawkerSWCanl

20% 11% Wuhan's Bay |

34% 2j flmpertal OII|—
23% 14% fnco|

290c l02p»MadeW« Mines....

193p 9Bp PMstcocbt) Expln.—
1260 bO%e Nevada Goldllehb ..

593p 456s Nova Corn of Alberta.

14% L0% BRIO AMom
27% 17% toyalBLCK.!
474 33% Seagram!
700s 348b PSedmra Inc

112p 73p TSonoraSold Corel---

1090 36 b aTjrnPwe Tech. Corp|.

12% 806[ loronto-Dom. Bk|

—

944 1 6860 tfraro Can Pipe

lid 127fJVarilrCorpf

1639 -2
25%P -%
20 % +%^ 3
18% -%

nop* -is
817p -7

23% -%
15

IMP 64

17% -%
13% -%
37

5311 -12
552i +33
388b +3
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12
3B8o -3
3Up -3

St 4
17
33 ^%

mu
*ft*

481pS +14
12% -%

26%« -%
54% -S
681* -6
lOZp -1
49*
11 % -%
940p -1
13W

S2.12
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SZ44
88c
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51.24
76c
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1173
50.071

S2i
SI.of
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51.80
iW.80

s^a
US5L40)

76c
68c
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-1 32
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BANKS, HP & LEASING
1999

High. Law Slock
•285 216 ANZSA1
162 134 «*ej Naxiimal 10P.

•212 L20% lined Irish Ord |
£13% £11% Algcsnene FI. 10

3
iS! 61 Anglo Irish -vl
79 57«iKlHefier(HJlp.a

168,’. £38 u BancalreQeFrlOO.1

£46% £35% Banco Bilbao Vle„..

£33 £28 Bancode Santander
•253 169 Bank Inland IrU. I
£19% £17% Bank Lewnl
350 345 Bank Leuml (U.KJ.

,

lib 8£ Bank Scotland. ..

111% 98% Do. 9%pc Irrd Pf.. y|
67 49 Bank of Wales......

1

•560 404 Barclays £1 «
31 22 Beacbmart 2thJ-..,

363 28£ Brown SMpley £JL

43C 3» Cater Allen U A
259 157 Tianctn v|

£18% £14% Vmimerzbk DM10.
•CffiS £22% rhgn.Hbk.KrlOO-.
£16% UOA Dal kbl KBk Y50...

Q«U 056% Deutsche Bk DM50.m% U7% LSpirttoSanto

260 182 FirstNaL Fla. IAl.M
134 90 FNFC6JpcCrHmrn

£16% £14% Fuji BankY50
293 230 amnf&NatkmiL.M
144 95)SMde DurrantSo. §
151 UWuIomss Mahon10pH
2K l?7|Hanbros ZOp^... pj

5C
495
14(
387
424
41

389)
05%

423 JowpftOeolO...
115 King & Shanon 20p.vj

277 Wvnn BocgnCrp. B
31‘ LloydsU ....d
40 jui.SooL BnklOpj

287 MidlaodO.... c

lJ2% Mitsubishi Bank Y50.
04% Ell% ihsuasWMABkYS)

—

485 257 Morgan Grenfell £L a
334 269NatAust.Bk.ASl..
365 255 NatWest £1

£220 £16C Ottoman Bank
83 50 <U Bros. Group....1

.

*24( 155 tufascUldU)Hldgi!
19C 139 Royal Bk. ScoUanL.i

792 745 Saiuma Bank Y50
£13% £10% 5aawa Bank Y50. _.

175 124 featflnflaaBt Ifcfts. B
1575 870 Sdoodere £1 y
1235 655 Da Uk/V vl

£33,', £19% Sec. Pacific S10.....'

•572 449 Standard Chartd. £1.1

OSji £14% Stimitomo Bank Y50..

03i£U% IvnwBlaABkYSO-
133% 97 T5B o
234 144 T5B CtYnel b'l ...*

UO;i £10% Totul Bank Y50 ....

563 47( Union DlicooBl£L..-
466 277 Wai*uf9l5.CJ......

155 9£ Dofcpc Cnv Prf....

284 226 WestpacSAl
4bt 408 WlntnBl 20p ....

925) 07MTas«aTn&Bk.Y5O

Hire Purchase, Uasinp,
545l 224lAngloErp. 10p.....vj MM......
091 £105 Do. 9% pc 1999- yj

103-3%
•37] 18£ CLF Yeoman 50|

IOO 51 KoplUI Laslag Ir

78 51 latUeVHdgsi lOp..

38 15 tqully &Gen 5p...

365 303 Pro* Financial....

230 100 Hlrfl ex Inn. l»5p..

236 146 Sean Trust Grp
.
.lp

1871 127IWimtaesurlR20p..

BEERS, WINES & SPIRITS
.. 427 Allled-lyons n 46s|

29j£17,i Anheuser-Biccti SI. £23 %
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146 Boddlogtoo | 167
^ 135 BulmeriM.P )5p...£ 163],

55 192Bimon«iDOdBn!w«y3 228d.
50 397 Clark ( Matthew 1.

. v 397)
51 274 Deienilh’J A.l5q.p 3tll

55 205 Do 4 5pc O 2ndPl..y 223
42 IbBrKlCrlfige.eaM'ft'SXiP 169d
55 370 rFuller ST A v 38M
58 425 iraad Memo 50p...c 52 Ol

74 258 Greriull Wiiitln. p 34 ll

129 ft, 5.95«CtPfa * IStJ
444 Sreene Kmg 8
329 lulnness - ..o

. 102 Do 5% pc Cm Prf.. v
l)£119 DoSVttCvLn. ..v£194%3

135 Hlqeljnd Disu 20p. p 253
n 183 Llaulitn'GIniltot-.v

81335 MKHraM Mann 13 455 Mansfield Bmeir y
lbfaMarstnn Thompwn .p
323 fAlerrydmin Wuk.

. B
647 Morlanl 0
284 Scat! & Hem 20p . a
273 Vaux Group 10p....£
299 wnubread A‘ . o
412 wolv. A Dudley
475 (am Brew 50o. v

¥tV Da Non. V. 50p..yl

444.

795
1915
465
21!
395
803
347
322
369
449
495
42(

3

-3
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15.

a

72cj

t23^
4>

6.951
3.»
13.(8

F4.44)

xsi
4.4a
ii5.q
t7ia

5.95%)
8 71

rll5]
5 75%.
H)B%-

3.85
ttiQ.88

sa24.0
9J

3.36
h5 7B
19.05
1083
rt» S3

1255
17.0

I1D 2
no.3

2.2

3.4
Z3
1.4
13
3.0
3.9
|25J
3.4

4.4
2.9

33

3b
,

3 6
toe

4

5.7

21
33
3.1
3.4
4.8
Z.2U
2.4
42
l.E

IB

33 11.9
3« 15.2
5.5 16.4
1.1 25.6
4.4 10.2
1.9 14.1

2.7 -
2.9 13 4
1.6 19J
3.! 10.9
2.G 13.4
5.£
2.6 13.6
2 6 12.6
4.7
4.2

2.C 0
0.1 24 9
1.7 375
2.7 U.9
2.1 21.0
2.0 20.0
15 17.4
4 2 143
2.7 20 9
4.5 11.4
2.1 15.3
2.8 2b.2
331222

BUILDING, TIMBER, ROADS
53b 329 AUEC50P M
132 89 Ba bhP Cm Cr Pf . y
204 103 Abbey — vj
lib 87 {Alien 5p V(

163 87% fAmcoCorp.
•460 7/UngllaSce 10p. fi

For Anglo Ut
156 AradlHe lOp J

331 235 {Ashtesd Group lOpJ
51b 285 Auwwxo 5p R
165 118kBM5Siap y{
275 197 BPB Inds 50p ...

2J9 W 0d5gerM!jeBrJrt..y

90 Bailey (Sen) lOp—

r

79 Baldwin lOe y
125 "Ball (A H.15p y
53 rBamrHomelOp y

209j 153 Barrau Dei 10p..J
2t8| 146 Betlway t

26 3ellwiwh lOp y

146
lBt
211
94

153
395
193
Ufc
14(1

150
3b

18L
1150
llfl

2691

12MBcrkeley Group. ...»
981

261'
,

151 103 Belt Bros 20p d
D5) 117 gineGrouo lOp... B

11C BinclIenZOp y)
3071195% Blue Circle 50 d....

,

169| mDo.7%pcCr«MPJ...d
Sreedan d

3Z5BBAEA.
124 BrilfJi Dredging...

B

81 SryanL Group. A
103 kfiuJmaU Amlin lp.yj

95CALA 5p «
_ 29 iCCS GroupMp..d

227) 13CCRH .R
163) 74 LAehreadRobey 'd'.yf

30 Koti Phaenii 10pd
140 Colray lOp tj
373 lender Group.

96 {Chjbt ttrte fire life.

139Kotfiou(FJ5p—

d
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M
U4
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144
U4I

it* I
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117
1M
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183
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10 (
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fl7 0

6%S
26H
L4J
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Iqdusvlals

,

tb.O)
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8.0

f4 13

10.75

»r.5
3.8
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LA C

• as
13 3*
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3 75
43

13.85

L4 25
rti4 35
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7%%
13.75
4.0

t6(
4.8
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3.3
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4.1
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7.5

111.0
u4 5
g4 0

16 6 0 7.0,
- 9 £ _

4.1 7 ( 46
28 5/ 7.B

6.3 4 71 4j

5.9j 5 3.9
8.5 1J 10.9
21 2.6(2151
3 8 4.2 8.1
2G 6.4 b.B
bO 23 9.2
6.G 4.3 4.6
13 27 35.0
1.9 5.9 10 8
39 1 4.8

< 10.6 9
* 8.6 9

LB 13.2 5.
7.6 4 0 4 4
Z.8 4.1 11.6
23 4.6 9.4
34 3.9 10.0
23 64 8.9

- 8.1

21 49 124
66 l.S L34
2.0 6.1 10.7
3.5 6.7 5.7
28 4 5 101
5.5 4 1 5.9U It 44 6
3.7 2^ 14.9
25 7.0 7.7
23 11.1 4.8
4.1 7 1 4.7
4.9 1.7 15.0
1.9 6.1 7 9
2jI J.alu.o

BUILDING, TIMBER, ROADS -j
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Nlph, Law SWA
t77 268 Main Group

311 151 Cnontmide Praps.

231 163 Crest NicaollOD...

97 70 M5%p£CtCra.hLH.i

*59 20 Crested Up -

1431 BfflCiwtff (James) lOp...

For Danbury

65| 45hMwhmTynml0p...d

512 266 Dtx^tas D6BL Ml., p
W% 22 fiDiaiton Group Sp.y
'196 11C EBC5ft) Y
49 31% 5dmandHMgslOp...8

148 101 SCpBln Gnxm 10p_ y

107 58 Wtt... t
210 ftieGresp..^ y
94 iiwed B
85 Falrbriar lOp y
84 Fed. Houniig 5p... t

53 FimuGrwBlvP P
JZS 2H ^Freeman Grasp i&pv

153 68Galllfort5p 0
200 Gibb*& Dandy 10p..y
33 Do. "A" lOp y

59t Gieeson (MJ) 10p..y
142 Graham Wood y
15t rlarristw lads lOp. y
150 HtatheldEsu %
BS femtep-auart lOp. [

£5801 £345 Do. lOpc -03(08... v
143} 110 rHewetson 10p y
12b} 95 Do. 7pcQnCkFf..v

38 JHey & Croft 2Sp..v
207 Heywoad Wliuams._f

89 0o.aw.Prf. y
262 Htggj&HIII a
73 How Group lOp. y
38 Wnwrd HldgclOp.. y

117 Ibsuck JohnSBC...!
1481 57% Jackson Gmnp Up.. .y

15d 1U JarvhSp y
84 pJeimlngsAS-50....

& sssssfc
194uJlng Unlin)

f

82Eawrem*(WJ U
9oTOo85stQiifkfff £LJ

lOWLonll tG.FJ yj
22flLo«IIIYj)

•165%
2101

93

283
76

883
too
195
203

138%

43

311
12
427
106
5t
186

121
9t

37C
405
159
160
76 48
105

•511
207
395
407
•322
24£
192
145
116
124
473
349
66
474
146
106

Oil

Met
til.73
•3.12

17.15

5
SS
33

?r<W)

297McAlptne (Alfred).H
7ZlldirtM_

185 ktcLau#lln&H...d
1B5 Handers (Uldg)... S
U3 Mar»y... B
97 MarshaUs ft
8£ Do.b>]pC>CmHPr.d
67 Maumn (J)ZOp. n

302 Hewrlnt S
109 Miller t5tanU0p..a
43 )MlsklaGrn20p...«l

314 Mowlem (J).

b9 HSU 10p a
76 Weedier Graup |.. y|

2425 1856 Wewarthlll a.._..
211 131 Newman-Touks

—

197 121 Persimmon 10p.._
9G 67 PkoenlxTIiiim.....

0.6% 00% Podiln..„
161 95Polnilpeiqn.....„d
171 lit *raviUhg20p H

^ 50i
ill
185
639
£116
139
226
•405
41
140
137
195
152
276
24!
32!
IK

489%
374
15!
337
684
89

283
14C
•71

•255
395
164
40C
•279

121

Wi
198

82 Raine Inds. lOp fa

103 fRamus_ _....d
415 Red land. j
£89 H»fC*7VnCi.TE

—

104 Htosket lQp. y
132 Rugby Group -P
250 Rush & Tompkins., v
21 KWP Group 5p-..v
111 ISandell Craup ifti-v

86 ffiemfWd-Btere lop y
87 aiame & Fbher....y

11! Sheffield bcth.lOp..y
143 (Sheriff Hhfgx. 5p.y
120 (SbofcoGnL y
213 Slndall (Wm)5p...y
12£ Smart UJlOp. y
299 ileetley. I
209 Tarmac 50p. a
92 Tay Homes y
235 Taylor Woodrow...a
342 niWyGrtmii 0
60 ITa«HlrelOp.~y

151 Trails PoUss lQp y

W&SSbur.1

248 Turriff Cure. (
53 WmwePtam Gcp.5pi

132 If Ibraplant 5e y
Z8C Ward Group!
64 Ward Hklgs. i

32C Watts Blake.

—

166 Westhay lOp...

.

TonStaawswscvm:

.

rfe.

+ «T|

Pitee -

283 -4
166 -3
18f -4
76 -1

35
Bfl -1

see

47 +1
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143 -2
4!
UC
66 -1

236 -1

12S -2
95
84
U

sat
15

..

.

.

208 -5
33 .

—

£91 .....

im
151
175
105 -1

£425
112 -3
95 -1

41
233 -1

92 -1

404 -a
74 +1
38
121 -6

UK -3
12S
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93

£148 -3
25f +1
226 -2
290 +5
82b -1
95

..

...

343 +5
233 ....

326 -1
1® .

—

195 .

—

285
123
107 -4
93 +1
79 -2

319 -1
141
45 .....

324 -4

IT -1

95

2263-12
167 -2
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..

...

£13%
IBS 42
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647 -6
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105 .....

51! ....
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115....
15! ....

258 -5
22
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105 ....
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151 .....

21! ....

no
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23 5.5
12.7 ZJ
19 5J

- 9.6
4 65

6.91 Si

P/I
8.7
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6.7

0
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lQ.75
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LO

tbfr.75

tU
t5J
39
57.0

H5.4
5.0
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4.9

ffr.75

3.

t

1275
12-75
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17 7
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435
fb2J
Q10%
3.85
7.£

281
1115
6.75

ptizc
t33
15.5

1626!
225

020%
LI. 71
Q25%
12C
120

10.75
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8%%
iai.64

5.7
25

16.65

16.1
fS.I4
«9.0
1635
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th43!
65

4.7!
115.C

4.

B

W»dl3t
1193

3.5

nr? ac
il5.(
185
150
2.75
S24.0

3.0

5.

C

L20
T145

5.0
7 .5

,
1198

Pfl
152
15.2
L05
L4.4
1275
U4.C

zz
63.75
15.C

6.4
1115
110.C
4.0

1N75
H32(
m2 25
Ls75
1L5.C

1*267
111

g3.E

12
17.4

£
13.fi

19.

2< 21 2S.7

51 U 103
35 45 8.0

3.C 6J 6.4
3.4 5.7 5.9

2.

C 6 4 10.6

15 7.9 8.7

3.

C 4.0 4.6

27 5.9 25
4.6 7.C 4.1
4 9 115 21
L910.7 6.1

3.7 3.1 105
21 75 8.6
1.2 i 55.9
12 1 92
4 1.8 6
4 5.1 •

22 55 10 JZ

<33 6
55 25 8-2
- 24 -

3 7 4.6 1*
- 9^

3.7 9.1 33
3J 6.6 65

- 9.1 -
3 8 4.0 8.9
3.1 6J 75
4.6 5J 6.4
33 5.7 6.4
32 33 129
33 24 13.7
23 43 11 0
4 1 25 1D5
33 L7 10.9
43 65 5.1
41 7.1 4.5
35 4.! 7.7

3312J 33
- IL< -

3.7 3J (75)
L« 92 7.7

- 0.8 -

3.5 31 85
1.6 6.6 125
8.! 6J 25
3 5 6.2 6.4

23 4.1 15.1
2.6 6.9 72
4.0 55 55

- 9.3 -
4.0 8.0 4.2
4.0 6 4 51
26 3.7 122
45 4.1 6.0

21 8.0 7.1

21 31 068)
5.6 24
0.9 34.0
fa.i 10.6
4.9 4.9
43 (9.9)

2 .< 6.6
31 8.9
4.( 6.4
33 6
3.0 10.0

2.4 6.9 7.8
26 10.C 53
24 5.1 93
- 7.4 -

3.1 31 95
35 45 8.6
21 8.1 6.4
63 3.C 72
I t 4.! 12.0
42 3.7 8.4
29 53 9.0
22 4.4 13.7
24 4.4 127
3 ! 24 145
5.4 25 93

t 4.6 «
31 44 82
3.6 61 S.8
61 5.2 4.0
24 3.4 115
27 7.! 13.0

# it Vl
21 65 7.4

8.7 5.4
65 75
61 7.8

_ . 27 82
5.U 22 102m i£
-..,5.4 19

“•HU
411 5.4

i.7j2fl 7.7
6J

^MuStelled ColloUs 10a.. 8
81 51 MawPlasUcTcchle-y 58 -2

552 341 kmenham Inti B 362 +3
175 89 Astra Hide. - jj 105 -1

U03% £84% BASFAGDM50 £943 -2%!

161 IffiBTPlOp { 111 -fi
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•582 304 Calrd Group 10p-
|

38 14 iCwfrkluf &ftielc.

CHEMICALS, PLASTICS

W| lOTgamdngtWJ..
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B1
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223 Swtmny Inti. lOp.
481 213 ]oates Bros...

253 167 ]roda InL lOp—

•

97 69 Duefter lOp.--.
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20£ 123 Evade Group.
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283 2M Halstead OJlOp..

y
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22S jelgh Interests Scu 1
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.IIC353N Z.0 4.4 14.15^ 25 27 19.0

20ft 1.4 7.4 107
t3ft 20 38 15.1

8 ft * 4.7 9
38Sj 3.C 4.t 1L1
MIOd - - 32 2
16.03 4 ! 1 7 14

1

48S 5.B 21 9.9
- *71

19J 0.4 141

120 \\
8
1 li?

13.! 4.3 26 120
4fi 1.4 5.0 20.0

13.1 3.1 61 59
B- - - *

10.1 1-4 LC 741
17( 3! 6-1 65
L5.fi f 4.1 •
076c 25 4 b) 68

5J5 28 7ft 86
M6.75 2< 4.9 5.5
19.6 21 7.3 7 0
nl.! 1.7 4.9 9 5

TtO.C 23 35 UJ
H2.7 8.B 0.9415

2.fi 0.2 6.1)
8,5% - 15Jl

3.6 21 4.»124
15.( 3 9 3J 10 5
3J! 30 26 169
4! 25 6.4 8.3
12.6 31 SJ 7ft
Q20c L! 91 7.0
675 4.C 3.5 8.6

5.6% - 6.1
6%% - 7.4

6.3 0.4 11
7.C 21 41 US

,
116.0 22 b£ 8.1

[dQ4.8c - 10.1
3 ( 23 3.( 12 4
aOft4Jl3.fi 10 2

2ft •

tl3.«j 2ft 2! 14 9
2-3 2 E M.2

lift 2ft 5.7 0.7
- 10.8

4.1 29 4J 10.5
«J 3.6 26 14.3
55 4 4.7 *
22! 0.4 5 0

0SEhH'tt
6X 3J 4J 10.0
5.K 431 l.( 36.0
Oft! 4.7 58 5ft
LO 0.6 51 25J
25 21 8 ! 68
LLt - 14 fi

-
gQU* 35.1 124 02
«« 5-4 Lfc 14.6
13i 22 EcO 9.7

8.4 5.7 73
Lfi O.E 6.1 296)

1725 2.1 42 93
1075 28 67 92
8% - 1U

tlO.O 24 51 8.8
B.E - lLt

5%% - 72

10ft 6.0 12 13J
111 3.1 5.! 7 4
3ft5 3.1 3.4 lift
12.1 4.1 2! 10.9

5°^ Z-S u m o
93.25 2 7 b.G BJ
4J 98 ZJ 4ft

_3J 3.4 4i BJ
1675 32 3.9 10.4
14.3 3ft5ft 7.0

at Srora5B.il

D.8
8J

10.2
-1 177

sssssa?
567 319prtta«ilc5oT._a
471 B5jJcren.il. Union 3
1Z£ ,^peweyWanralOpft|
2t>! 3.KfOoffl.&GenHto..3

[•6J
^OBtanfitJCJlSpB
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1 505 ^Wb?C.EJ2dD:'.'.l

.
13* 1Demian Group....

U

Tl • 5.S ,=
8J5 1.3 7.1 129 gf
.J! 3.7 2ft 13.1 *»
6.3 -1 2ft

INSURANCES
£63% £5a Do. lineCn £100.

£24% U6%Kittr)ean Gen Corn-!

U ...-

221
5*9 H
443 +3
10<
26! .

56
I3< +2

1543 +8
233
491 +1

"n uwiiwnunmu..... 197 -1
Ml.*

M7m%|LqalftCnnl...i 347 -3
Osimj&gteltelCpB..- £38%-%
27! lffi LhqdThMpsanSpL.I 27<
34fi 23 Joy* Abbey LlfeJ 27!
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(

137 3! LSBdH Uattid 20p
. | .OSS £30.9 MannMcLsYnSL. B4

rS :®PWS Holdings 10p_r

ss gjsaa%zi
s a
91 53 Saiilrelm. tow..-.w

HaaeMei
III^ isra.KSS’-ft
1210)65] son LifeSo .

m&rnSm- Rtfoittoiurtn.ooZI
167 UaTradi tatomilftr op.i
£28/j £l3fiarete5SlA-.- £25%
|Z2% £15UBF&GQRPS2S(L Elflto
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CURRENCIES, MONEY AND CAPITAL MARKETS
FOREIGN EXCHANGES

Sterling falls to DM2.85
FURTHER INTERVENTION by
the of England failed to

prevent sterling weakening
against the D-Mark yesterday,

but the pound showed a better

performance against a gener-

ally weak dollar. The Japanese

yen continued to lose ground
to the D-Mark, but improved
against the dollar.

The pound fell to its lowest

D-Mark level since early March
1967. despite sales of European
Currency Units by tbe Bank of

England. The UK central bank
also bought sterling against

the dollar, in nervous trading

ahead of tomorrow's UK trade

figures for October.
Sterling has fallen steadily

in the run op to the trade data,

and poor figures are already
heavily discounted. This posed
the question yesterday of how
much further the pound will

fall, with some analysts sug-
gesting that there is potential

for a partial recovery if the
trade news is reasonably
encouraging. In the present
mood this probably means a
current account deficit of
under £Zbn. Mr David Deakin.
economist at Nikho Bank, said

that chart based targets have
already been reached on the
down side.
The market showed no reac-

tion to the Government's
agenda, outlined at the state

opening of Parliament, or to

S IN NEW YORK

comments by Mrs Margaret
Thatcher, the UK Prime Minis-

ter. She told MP’s that the

main task remains the defeat

of inflation.

News on North Sea oil pro-

duction is also of limited inter-

est as far as the market is con-

cerned at present, and it was
hardly noticed that British out-

put from the North Sea in

October was above two billion

barrels a day for the first time
this vear.

Sterling fell l'A pfennigs to

DM2.8500, while declining to

SFHL5350 from SFT&5450 and to

FFr9.7075 from FFr9.7400. The
pound rose % cent to $LS665
and was unchanged at Y22&25.

Its index fell 0J2 to 87.2.

Public holidays in West Ger-
many today and the US and
Japan tomorrow led to a run
down of volume on the foreign
exchanges. In thin trading the
dollar weakened and the
D-Mark remained firm.

Reaction to a rise of 05 per

cent in October US consumer
prices was muted. The figure

was slightly higher than expec-

ted, but the annual inflation

rate eased to 4.5 per cent from
4.7 per cent

At the close in London the
dnhar had fallen to DMi.8200
from DM1.8360; to Y143.75 from
Y144.45; to SFrl.6175 from
SFr 1.6320; and to FFr6.1975
from FFr6.2475. The dollar's

index fell to 69.6 from 70.0.

The D-Mark continued to
advance. It was fixed at

FFr3.4066 in Paris, the highest

level since February. In Milan
the of Italy sold dollars

and D-Marks at the fixing, as

the lira fell to a five-week low
against the West German cur-

rency. The lira was the weak-
est member of the European
Monetary System. In terms of
the Japanese yen the D-Mark
was also very firm, rising to
around Y7&00 at the London
close, from Y78.67 on Monday.

EURO-CURRENCY INTEREST RATES

Koi.21 Latest
PRrtoB

dm
£Spol . L5675-L5685 13575-LS585
1 month a84-(LS3pm 0.84-0.83pm

2J9-2J6tm UZ-UOtei
12 months 8_38-B28pm B77-8.67[ui

POUND SPOT- FORWARD AGAINST THE POUND
Nn2i

Forwad pren Irensad dbourns aoptj to the US dollar

STERLING INDEX

us.

tan*.
Km21 PteliMS

BJO 874 87.8

9.00 B7J 87.7
IOjOO 201 874 873
1LD0 873 86.4
Hooo 87.6 87.6
LOO 87.6 873
2.00 pa 873 87.4
3.00 872 873
4.00 pm 87.2 873

Amu.
SMZBt
ECU—

Oat taimtti %
M-

TtVR
maatks

13660-13670
L8340-L83SO
321-322
5985-59.95

1LO&6-1L066
1.0795 -1.0805
2B4%-2^\
24633-247J5
i£Z.i6’UoJS
2099-2100

10.771, - 10.781,

9.701,-9711,
10.05*1-10.06^
224{-2251|
20.07- 2D.10
233-234

L3940- 13950

0.93-0.91qw
0330.45qn

2V2%arepm
0.454).40)ta

tf-iiepa.

6 4llmui
3%3%omw
4%3^ep«

3*-240Rsm

7.05

321
723
5.71
2.71
4.72
733
L75
132
236
196
4.94
150
932
6.95
82E
436

Z37-234|ii
1J6-127PI

"tSR
2J-lZp™
13-lta

ici^g

"WSS
L47-L42pq

CURRENCY RATES
Cammfcd me trim mrk the end of Larin tailno. Britfn ritk_
5985-59.95 Sb-amfi bad dollar 4804.TScpe 12 Marita 8858.75*1

652
287
653
521
Z94
352
675
-0.48

0.43

2.19
Ml
06
306
02
634
7_L0

4.14

Bute SfledaT

Nw.21 rate Drawing CWTVKJ
% HtfMS Una

Sterlings
U30ulw

1 22667 139699
7 1 37117 1.12241

CmadUaS 12.46 1.48879 131356
Austrian Sck. _. bh 16.4922 143&14
BriglanFmc_
DanskKrtne

101, 49J689 423985
lOh 9.10221 7.94049

DcntsdKMwIi 6n00 234162 204279
MrihAilMte

.
7.00 264Z76 230509

Fundi Frane 7.96642 6.95894
Italian Un _ 172036 1505.04
JamnaeYea _ 3t 183375 161683
NenuiKrnae-
SpwIoi Peseta

.

4 8.81429 7.72050
149.439 13US7

Swedish Krona

.

6%
a 3iteii 7.72050

Swiss Fra* 2.07264 181887
Greek Orach. 20 iz 210340 184345
Irishtat. 0894611 0.77X163

DOLLAR SPOT- FORWARD AGAINST-THE DOLLAR

§ Sterling quoted ta

t Earaan Ganala _.

All 508 merit tor Not20

of SORjnd ECUjnr £.

CURRENCY MOVEMENTS

Nazi

Steritoa.—

U.S Dollar

CmtaOdUr
AmUnScMfet

—

SdglaFmc
Duma Krone —
Dowd* Mart
Safa Franc
Guilder

French Franc—....

Ufa.
Yen

EMS EUROPEAN CURRENCY UNIT RATES
Ecu

astral
rates

unrencj
araaua

•9*hat Em
Bov21

from
aatiri
rate

Dhcrgnec
lluVt %

BrisIan Franc 424S82 423905 +134 +096 *15424
ftBKinw m 7.94049 +03 +L05 *16419
SomwIHIn* 234279 -0.76 -034 *11019
French Franc 6.904CB 6.95894 -10.80 +072 *13719
OBdiGctta 231943 v. 1 a -032 -0.70 *15019
HsJiPin* 0.768411 Mi B 10.61 +033 *16639
Raaaaura 14BJJ8 1305.04 +145 +145 *4.0815
SnanWiPHte ”3.854 yi.!!!» -L96 -L«* *

Mow* Guaranty changes: image 1980-
1962-100. Bank of EngtaTMa (Base Aecnge
1985-lOOfRiiB are hrdistZO

.

OTHER CURRENCIES

rev fsrEo. 1

calculated to FteaucW Times.
cafth* tfasg i*fw-s a i

EXCHANGE CROSS RATES

Nov-Zl 1 S

65000-65530
23075-2.0095 12B50- 12860

rjjrjBH 9.7360-9.7880 63240-63250
KjiLyTiPP) 6 6*15-6 6540 42520-43540

255.00-25935 163.00-16570
12.1970-122100 78120-73140
113.50* 7232*

oraran
.
1040 CO- 105630 669.90- 675.IU

watt 0.4645-04660 0.2980-03990
6035-60 15 3933-S30

lalayste.. A2280-4.2390 27070-2.7090
lerico.^. owwi-odimw
.Zealand. toTTTfWrrri 16990-17(00
sOAr. 53155-32510 1^03-3.7510

3.0565- 33620 1.9580- 196C0
AfiCrnl ... 4.0770-4.0875 26160-26190KliP 6.2120-63380 39680-40485

4035-40 45 2530-2535
AE. — 5.7235 • 5.7295 36720-33730

No*21 Daa Yeo Fft. SFr. h n. Ura EX B Fr.

£ vwm 1567 235 2253 9.71 25» 3315 in 59.9

$ |ry| 1 1319 143.8 6JL97 2052
iMkJl

1171 3833

Oil 0351 El 1 7935 3.407 1123 736.8 OiM 2LQ2
YBI 4.439 ky 1265 1000. 4330 LJ 1A27 9331 8-145 2619

1000 2935 2320 10. 12611 3JU 2163 L«0
5Ff. 9394, U24 JJBQ 1 1 snfl 8»4 0.724

HR. 'V)>1 0.487 0S5 gl.
1M X >1 H 1 k'l1! 1163

Ura 0.746 1357 1073 4.624 Wmrn 1531 IiHM 2852

CS 0345
1
0354 1553 1228 5392 1381 1752 1144 1 3264

B Fr. 1669
|

2616 4.758 mi 1631 4.Z32 5367 3506 1063 ua

Yeo per 1,000; French Fr. per Uh lira per 1.000: BeCglaa Fr. per 100.

Selling rate

FINANCIAL FUTURES AND OPTIONS
liffe usG Gilt futuresdnus
E5SJN Mb •/ 1M%
Suite tottumleewe Pas-settieaests

Price Dec Mar Dec Ma-
87 3-52 MB MQ 0-14

83 2-53 4-18 (Ml 034
89 145 3-31 (M3 0-37

W 063 2-48 0-11 0-54

91 0-17 2-Ofa 0-29 1-12

92 (HO 1-34 1-15 1^0
93 (Ml 1-07 2-13 2-13

Estimated bar total. Crib 957 Pub 2532
Preilmsdajr’saen tat fcalb20665Pres1839

i»FE ds u&suar bob fvtbsbs arras
nOfl^OO 64tto »« iw%
Slrttt Wteertitoranta PatMettJwentT
Prise Hv Jan Mv Ja
15 W « W W
% wi m o-s i-i4

IT Ml 355 0-53 1-37

98 241 2-61 1-09 1-63

99 1-47 2-» l-» 2-»
100 1-19 1-63 2*07 XU
101 WO 1-36 M8 34)

UFF£M FUTONS OPIUMS
0M2M.W9 priris «f 166%

tetri. Crib 21 Ms 31
i let. Crib

UFFE C/S flPTBK5
S3SJM tort per ED

Prerfoesd^f'sopes let. Crib 249 Pats314

L1FFE EUHDOUJUl OFTtSKS
Orapefartaef 190%

stta CaKs-sriDomMs tar rantemu
Pria Dee Mar Dec Mw
8900 1 26 175 0.01 035
8990 0 7/ 138 0.48

033 107 038 UJU
9050 0.08 OBI 033 0.91
9100 001 050 0.76 120
9150 000 0.43 L25 153
9200 OHO 030 175 L90

EsUtari aim
PrettotEd^sapeB

tauL Crib IBM Ms 2234
kOrih31401MsabCM

UPn HHT STEKUKfi flnttttHU06 patab cf 108%

Strike

Price

150
155
1M
165
170

ta

618
263
0.74

013
0111

UesMots Pvts-Mttkaesti Srtte bRs-Stafeneng PotS-SrtOWMB Strife Cafh-saiienMts taS-SVtllutelM

Jm Os Prfce Dee Mar tec Ux Price 0k Mar Ok Mar
16.00 aoo 0.04 9125 0.40 0.95 032 0.06 8475 031 122 an 016
1100 0.05 027 9150 0.18 173 0.05 039 9500 0.15 ICO 020 022
6JZ3 041 106 9175 0.06 034 008 015 8525 037 0X3 037 0-27

3.08 186 241 9200 0.C2 037 039 033 K50 033 867 038 036
L22 4.97 bJS 9225 0.01 024 0.63 (L» (STS 032 052 082 046
038 936 1021 9250 0.00 (US 037 051 8000 031 039 136 058

1434 9275 030 039 112 • am 8625 030 030 130 0.74

Estimated mftm tetri. Calls 0 Puts 0
Prerioosdtfsopen Nil Cads2U Puts 16

CHICAGO

UA TBEASOKY B8W5 CCSD 8%’
JUIUI08 32Bds ( 188%

Estimated nUrene trial. CaSs 35 Pots 110
PrwfOBS day'sopen InL drib3949Poes2513

WHOSE YEB OHO
YI23te S per Y1M

Estimated setae toted, Crib U1 Pitt 1222
Prevtons Bar's open to. Crib 56148 frits 38870

FAIRBANKS FINANCIAL

MWB4 (FB8EM EJKWNG0

Latest
4$3S

low
98-24

Prtv.

9904 Dee
Utesi
06956

Low
0M4S

"tst
a6941

99-07 48-24 99-03 Bar 0.6994 0.6978 06970
98-27 99-30 98-16 98-27 Jin 0.7000 0.7000 27000 a6990

Sep 98-15 98-18 98-08 98-16

Ok 98-05
97-M

9&09
97-24

97-30
97-20

98-06
97-28
97-19 DEUTSCHE MASK (DUO

Sep
Dec

- - - MU25.H0 Sper BM
* *

%-» Klrii Pm.’
* ” *

Dec 03499 03513 03493 03458
" “ * “

tear 03500 03613 03488 03458
Jon 03497 03497 03497 03453

(LS. IXEASHY BUS OMO 1

SLn pekris af1M%

0k
Uteri
9267

low
9262

Prnr"

9269

TMBE&omm Bmuxiano
Sin (State vllN%

Mar
Jon

9330
93.40

9331
93.41

93 25
93.40

93L32
9342 OK

Latest

91.62 4?ft
Low

9138
Prer.

9163
Sk - -

liar 9213 9214 9207 92.15
Jim «a 9224 9239 9223
Sep 92.12 92.12 9205 9209
Ok 9165 91SS 9L79 91 tB
liar 9L79 9179 9173 9L77
Jm 9L67 9168 9160 91.66

Sep 9139 9160 9133 9158

SWISS FBAIC (OHO SniHMIB A POORS 5M BOEX
SFr 125,600 S per STY SSOfl lines tada

Dec
Latest

0.6181 neSS
Um

06165
Pier.

06142 Dk
Latest

34?%
Low

340.75
tav.

34130
Mar 0.6191 06206 a6lB0 06147 Mar 345.95 34535 34535

06202 06205 06185 06153 Jaa 349.70 349.05 34935
Sep 06201 nt.u.4

1-otk. VMlt 6+neh. 12-re*.
13573 15409 13088 14785

BBMYEMUK Si pert

ta laffl 15^ 15646 L5498

2? " UB " »
LONDON (LUTE)

28-YEAB 9% HBTBMLOT
SSBriM 3Ms If 180%

Cku KMi Lev Pis.

D* 90-26 90-27 90-14 90-19

Mir 91-29 91-30 91-21 91-21

Estimated rofaae 16369 <1JWB.^„
PreftflB Bar's opal ML 35026 04229

DS TOMMY SOUS B%
SUtoN3tarilH%

dose
958

Low
Dk 99-07 98-26 99-05
Mar 9946 99-04 9903 9902
Jon 9827 96-27 9827 9827

Estimated ntevc 2949 (2867)
Pirate* das'* open tat 9273 (9123)

PfSLABCUPHlA SE £/S
£31^59 keris pet O)

Strike

Price Dk
calls

Jav Frt> Mar Dk
Arts

Jav Feb Iter
1500 6-20 6.40 638 6.42 032 0.72 175 2®
1525 185 429 4.43 465 032 143 26B 145
1550 230 266 323 126 1.44 230 366 4.76

1575 0 97 134 213 235 276 3.98 5.38 630
1600 0J6 0.86 13 166 467 5.79 735 805
1625 n in 042 0.91 109 669 766 931 9.98
1650 002 022 030 068 122 1065 1124 1195

Prerfac day's open km CnO, 297.752 Puis 281344 CM enraderi
Pmtav On's mane Calls 10.031 Pus 15,424 (M orreactes)

6% KrTENAL GEBIAM GWT. BOND
HO5M0I MOttael MB%

Ouse KM> lew Pre*.

ta 9025 90S 89.94 90.09

Mar 90.40 90.42 9002 9009
•ten 9054 9029 9024 90.42

eRtattd trine 36998 (26300
Pieete tfto’s epea ML 4U43 (43S84>

6% HBTBHUL LflbG TOM JAPANESE GOVT.
MB YUta UMb ri 186%

EUROPEAN OPTIONS EXCHANGE
ta
Ito
Jov

Ost KW Ln
103-67 10573 UB3B
103.64 103.70 10357

10325
10320

BUMed rvhmWS (426)

Prerioas day's epea ka. 1240 0277)

Series

Fet. 90 May 90 Aag-SO

StockVOI Last VoJ Last Vo) Late

GotdC S37D 156 4030 2 48 _ $ 39960
GoSdC S3B0 248 3030 10 3830 — — S 39960
Gold C 5390 175 23 55 32 -« — S 399.60
Gold C S 400 710 17 31 2630 — — S 399.60

S410 360 17 50 12 20 8 26 S 399.60
GoldC S 420 960 830 326 1530 — S 399.60
Gold P S 370 129 2 — — — 5 399.60

S 380 82 230 — — — S 399 60
Gold P 5390 116 6b 24 8 — — S 39930

Dee. 89 Jan. 90 Feb. 90

1
y; FI. 275 82 Ua 12 14 — — FL 282-32

|
;

• J FI. 280 66 7 14 11 ta — FI. 282-32
[7, FI. 285 107 430 48 830 ta - FI. 282.32
EOC Index C FL 290 220 2.79 69 6 2 830 FI. 292.32
E0E Index C FI. 295 366 180 — — FI. 282-32
E0E Index C FI. 300 229 030 159 3 ta — FI. 28232
E0E Index C FI. 305 240 030 50 2-10 — FI. 28232
E0E index P FI. 270 131 130 b 52 4 — ta FI. 28232
E0E Index P FI. 2/5 140 170 5 5 ta — FI. 28232
EOEbdexP FI. 280 418 4.40 251 7 «• — FL 28232
EOEIndexP FI. 285 442 630 « 9 ’ ri. “ — FL 28232
E0E IndexP FI. 295 67 13 2 15 ta — FI. 28232
EOEIndexP FI. 300 8S L7J0 70 17.90 a ta — FI. 28232
S/F1C FI. 205 109 2.70 U 3.60 ta ta FI. 20530
S/F1C 1088 0.80 10 180 ta ta FL 2530
sine 225 (U0 — ta — FI. 20530
S/FI P FI. 200 6 1 0.80 HIP 180 20 2.20 FI. 20530
S/FI P FI. 205 101 2 37 3.40 10 430 a FI. 20530
S/FI P LtH'I 5 23 6 ta FI. 20530
S/FIP FI. 220 147 15 - - - - FL 20530

THtEE MQHTH STBtLHtt
E58M06 priris If 186%

Dk
Pose
84.95 81%

Low
84.92

ta.
84.99

Iter 8531 8584 85.70 85.77
Jat Bb.74 86.77 M.M 86.71
Sep 8738 87.40 8730 8736
Dk 87.79 8781 87.75 878C
Mar IWftl 88.04 87.99 88.03

Jin SB.10 88-16 88-10 SMU
hep 8825 8828 8820

TIMETO CALL
BUY 01-799

GOLD? 2233
MEMBER AFBD C6LFUTUXESLONDON

Esl Yri. 0*. flss. *t sfom) 34(6004060
Prates Bo's epa Iri. 135111 Q38Z16I

1 priris ri 118%

- dor Low ta.
Dk 9165 qua 9167
Mar 92.14 9235 9286 92.15
Jte- —-*a24- -«i*F 9224
Sep 92.13 9214 9287 9200
Dec 9L85 9185 9L81 9186
Mte 9179 9L75 9175 9L82
Jm 9L67 9L64 9161 9LW
Sw 9L60 9160

ftL Vri. flee. Dps. ori timed 7726Q37S
Pterin Bar's dta Iri. 44038 <43829

Ja* 90 Apr- 90 JoL 90 Wbi priris ri 186%

A8NC FI. 45 82 0.50 9 120 160 FL 41.70
FL 115 29 0.90 98 3 — FI. 10460
FT. 110 319 6b 315 7 — FI. 10460

AhoWC FI. 130 2 1.70 71 5 — FI. 12080
FI. 120 20 9J0 393 13.20 — FI. 12630
FI. 60 US 160 4 330 4 FI. 56.20
n.8o ta — 100 460 — FI. 78.70

NV.DSUC FL 120 303 160 21 420 520 FI. 11080
N.V.DSUP FI. 125 148 14 -• — — FI. 11080
EherterC FI. 80 167 L90 ta FI. 72.90
Ght-Bnx. P FI. S3 100 2a 84 260 6 3.70 Fl. 3380

FI. 00 37S 430 54 8 4 960 FI. 7930
.

. ,
. x . 1 FI. 90 26 LUO 453 12 b 2 L4J9Q FL 79J0

FI. 45 1» 230 a 25 3.80 2 5.90 FJ. 44.40
KLM P FI. 45 5 2 88 3 3 330 FL 44.40
NEDLLOYDC FI. 94 130 130 5 4.20 — — Fl. 8330
HEDLLOYDP FI. 82 179 3 — — •• ta n. 8330
NMBP FI. 50 3U 5.70 — ta — — FL 44.40
Hat. (fed. C F1.70 1759 1.40 234 330 20 4 Fl. 6720
HatBed. P FL 66 407 120 6 3 a 6720
Ptilllps C FI. 50 1483 130 a 44 330 84 430 Fl. 48,40
PhlllosP FL 45 66 0.90 637 230 — Fl. 48.40

i i w FL 140 326 3 84 6.40 25 730 a 13620
1 1 i IH FI. 140 197 530 10 7 4 860 b

FI. 160 167 130 34 420 13 630 a 14830
UnllerwP FI. 140 143 130 20 3 — Fl. 14830
ir Kni-.i-m Ft 35 69 030 5 130 — — a 29.90

FI. 27JO ta — 275 0.90 2 1.40 a 29.90
[,i- • llBI FI. 70 86 1 13 2.50 -

dose
9168

Low
9134

Prer.

9US
91.74 91.72 9163 9167
9169 aa2 9L7B 9183
9L9S 9188 9185 9L90

ta

Estimated vateree 4942 <4290
Pterin Btos epos hd. 30065 G966S

ECO la priris ri 186%

8924
8958

a Low
8921

89JB 8952

Prer.

8927
8950

EsUtari srian 806 (669)

Prates day's epes Iri- 1200 «73)

FT-GE1M1
525 per 681 kta priri

Oose
2U^

Low Prer.

Dk 2172.0 21488 21688
Mar
Joe

22138
22538

22158 21938 Eg
TOTAL VOLUME IN CONTRACTS : 37.736

A-Ask B-BM C-Call P-Pnt 4600 f719M
Raters dap's epee ML 33149 (32254)

MONEY MARKETS FT LONDON INTERBANK FIXING

London rates flri
CLLOOaan. No*21) 3 reenife US drilan 6 norths US Drilare

sT5; I
(tier B*j STla

j

off* si

NERVOUSNESS ON London’s
financial markets moved
wholesale interest rates higher
yesterday. A further weaken-
ing of the pound ahead of
tomorrow's UK trade figures
pushed three-month sterling
interbank up to 15£rl5& per
cent from 15%-15A per cent.
There was no reaction to news
that third quarter UK Gross
Domestic Product growth was
1 per cent, against market fore-

casts of a 0.8 per cent gain.

UK deariog bank base leading rata

15 per cent

from October S

The Bank of England initially

forecast a London money
market credit shortage of
£400m. but revised this up
sharply to a shortage of £700m
in the afternoon. The
authorities did not operate in
the market before lunch, but in
the afternoon gave help of
£689ra.

The Bank of England bought
£539ra bills outright, by way of

£50m Treasury bills in band 1

at 14% per cent; £77m bank
bills in band 1 at 14% per cent;

£27m Treasury bills in band 2
at 14% per cent; and £385m
bank bills in band 2 at 14% per
cent Late assistance of around

£150m was also provided.

Bills maturing in official

hands, repayment of late

assistance and a take-up of

Treasury bills drained £226m,
with Exchequer transactions
absorbing £235m and bank
balances below target £15m.
These outweighed a fall in the
note Circulation adding VBOm
to liquidity.

In Frankfurt call money was
steady at 7.30 per cent, in line
with the rate at which the
Bundesbank provided money
market liquidity. The central

bank added a net DMIOOm in
accepting bids of DM9.70bn at
this week’s tender for a 29-day
securities repurchase
agreement tender, at a fixed

rate of 7.30 per cent An earlier

pact of DM9.60bn expired
yesterday.
Banks are now waiting for

tomorrow's details of the
Bundesbank’s figure on bank’s
average reserve requirements
for tbe month. This is likely to
be set at around DM56bn, in
line with the October figure,

but there is speculation that
the figure could rise to
DM56.5bn and this is why the
Bundesbank did not drain
funds at this week’s tender.
Bank’s reserve holdings have

fallen recently, to a level of
DM53.2bn on Friday from
DM57.9bn on Thursday, but
averaged DM61^bn for tbe first
19 days of the month.

In New York the Federal
Reserve provided temporary
reserves to the banking system
via $1.5bn of customer
repurchase agreements, when
Fed funds were 8% per cent.

IT» Hilaa rate are tb* jrttaneOc me» retried totto nears! nw-sbuoitii ri#* Mdari rifndnusfcrSlfciKd la iri HMwi to tarehreM harts at1U»ml earfi wrrid as d». T»e tanks are NaUttOl WtstoMcr
SSTsari ri TatoA tatseto Barit. BMjat Nitlonri 4e Part arilterin tarart Tr*L

MONEY RATES
NEW YORK
(Liinetitlme)

PHwrwte —
Broker toairja*___
FM-fiads
FMiwBat

Treasury Bills and Bonds

OnemaitJi....

Twonarik—
10>z TteteMWh.
9*2 S i month..-

tale*—
Twojrar—

6.09 TTwejtear..
7.84 Fowjwr-
7.89 Ftreyor.-
7X3 Sacpyear..
7.72 10-rew.
7.78 3(H«ar.

—.7.75
7.77
721
725
.71
_7.«1

(tar21 Orendflht
o«

Ucrth
Two
Motto

Three

MototB

- Six

Hereto
LooAard
Hamtioa

7*6-780 8X0825 8X58-30 8.10-8JO 8.00

Paris— - ™ loa-ioa 10V10H

8^42m
lOY-lOfe lOlf-10%

lg%
9%-10

Uli-U%

iDi-ioa 930

Amsterdam— - aAaos - -

Milan...- - -

Brussels-
iovui% w uvzi>i 121,-13

1XINEH7N MONEY RATES
Nov 21

IntBtunk Offer
Inlrtank 8ul
Sterling CDs
Local Authority Dtps. ...

Local Authority Bonds ..

Discount MM Deps.

.

Company Deposits
Finance House Deposits
Treasury Bills (Buy)
Bank BMta (Buy)
Fine Trade Bilk (Buy) ..

Dollar CDs
SDR Linked (Vp. Offer.

SDR Linked Des Bid...

ECU Linked Dtp. Offer.

ECU LlnNed Dep- Bid ...

Overnlgfat
7 days
notice

One
Month

Three
Months

Sin
Mantis

15te 15 ISJr 13 “a 15>
14\ 14% 15 15

151, 15S 15
3A\ 14V 1411 15 14^

15 14Q 14} -
15 15

— — 13% ISA 15A
_ 144j
ta iia mC uii
— 15Q 15« 14*8

— ta 8.4 8.47 832
_ ay

ta af3 8 5

- -
10ls
10 >2

10V
10 ^* SI

One

Mil
14*8
141,
14*1

144,
MB

920
9
8*
104,
W*

discount 14 426Tdc ECSD Fixed Rate to i „ ...

? Aweed ratesfor period November & 1989 to Deomtier 25. 1989, Sciien* I: 35 66 pc..

Sctono II & III. 1622 p.c. RrierMcemte for period Sept 30.1989 to OOotter 31^989. Scfwne

IV&V- 15.089 D c. Local Authority and Finance Houses seven days' notice, others seven days’

fixed Rnsnai HoiBes Base Rate 15 from Ntrerinber 1 . 1989; Bank Deposit Rabrifw sums at

«to^«T£r cart. Certificates of T« Deposit (Series 61- Deposit tlOO OOO and over

held under one month 11 *a pa cart.' Q"v-*hree nwnOis 13 percent: three-slxjnqmhs 13 per cem;

six-nine months 13 per owt; nine-twelve months 13 per cortj Under £100,000 11h per cent from

Oct 9.1989 . Deposits withdrawn for cash 5 per cart.

BASE LENDING RATES

AN Bank

JUm&Gmpw
AltaiTraaBadt

Altai kid Bat
• KaqfARtadw
AsBdrisCaptop..—
Aatorttr Bank

• BACMnAMBask-
Bakof Santa
BaraBitbasYisan—
BoklbpiBRa
BakCmBl&Cong—

.

Bartoftalad

Bakofhtfa
BWofScotlW
BaqseMgelti

Bea*wt8a*ftC—
BrttBkofHMEst

• BnmShU9
BstKatt^eBadtPLC

CLBarttaMaad

e&iMioisEBak
otasEtu
OtjUmtafeBaei.

%
15

15

15
15

15

14

15

15

15

15

15

CnnsFopbrBk
taarMrPLG
DascaaLatorie

EatarTnetUd

Floadal&fiBLBak
RntNaUanlBariPk.

%
fatWetatotor 15

Hutton BaricUd 15
torrid Gen. Tnfl 15
raVAIbMtaBUmKtd.. 15
Pnrinctri Bast PIC_ U
HferiariiSoE-
bdirgkG'iaslK.

RojalBttf Scotland

FMTnstBad

15

S'
15

• Soft&WHEm Sea.. 15

RgtortFtasB’&PtaL.

GMad

15 • total Ftenigg&Co.-

15

15

15 tGuto»H2toi
15 ftfCBad pic—
15 8 Baskos Bad

15 - HvpMieTRftPtc.—
15 Jfefefe&GsifcB*
15 •HBISsnri
15 C.Bove&CB.

SadriOarieRd.
TSB.

OydEsdakBask 15

GbmLBUifast 15
CtHt-raUteBad *15

Coeds&Co 15

15

15

15

15

S'
16

15

15

15

15

1?
915

15

15 • Ntatas ef Wtt Itadaa
15 BaaMng & SecartUes Hoos
15 teoettk*. * D^dtt Dot i9%
15 SwerttaSIt.T

15 totaxtass:
15 ta rate. S Omari i .

15 Itatgagsji25%*15%

DdtdBkofKnrit 15
UaKriMbtfBok 15
WtyTrtstBartPk 15
WesternThst

WeyatBadCnp.—. 15

sSSSaS^H §

Hegbraj Back Ltd

McOonfiDosgfzBd.
HUMBad
Kota Baring

tetft.of Kaatt

Enjoy
you are crave

...AMSTERDAM
with British Ainran, British Midland. Canadian Pacific Air. Fhumir.
KLM. Lufthansa. Pan-Am. SAS, Sins:
International, Transavia

. ..ROTTERDAM
widiNLM

Singapore Airfines, Thai Airways

FINANCIALTIMES
im.q.1 i mnnan,»iwm

MORTGAGES/
REMORTGAGES

ARE YOU
AWARE THAT THERE IS
FOREIGN INTEREST IN
YOUR MORTGAGE?

* ECU loans at 11% fixed
* Deutschmark loans at 10%*

Sw. Franc loans at 9.75%*

MULTI CURRENCY FACILITIES
ALSO AVAILABLE

* Rates correct at time of going to Press

Ifyou woufd like further information on
any of the above please call

01-385 5544
Licensed Credit Brokets.-Open 6 days a week]
Monday - Friday *am- 7pm Saturday I0am-2pm

Appointed Representative of Sun AttanceLtfe.
MemberofLAUTROandIMRO.

ftR b A !. I i M h

o r TiON
: T vj R

ILt >

New from GdServke . . . tick-hy-ride prices on
screen . . . nocosdy long term coooaca you

pay forwfaat you use.

So, ifyou are looking for the same detailed

picture the professionals rely on. call

Gazok Langevekl on 0485 757525,

poR or fin the coupon m:

cm SERVICE

b.

CmSERVTCE MARKETING. ICV HCXSE. 71 CHEKT5EY RQMX UT3HNC.
SURREY GU2 1 5BJ.T3^ 0483 757525, FAX 0483 7552 19

NAME

ADDRESS.

9-22 GRQSVEffOR GARDENS, LOUDON SW1W 08D|
Tel: 01-S28 7233 AFBD member

FTSE 100 WALL STREET
__

. .
Dec. 2638/265044 .

Dec. 216972179 49 I Jan. 2854/2666 -k3 \
5pm Prices. Change from previous 9pm dose

Nov. 2169/2179 49
1/2179 49

CROSSWORD
No.7,096 Set by VIXEN

ACROSS
1 Absurdly enough, set store

by such favours (8)

6 Writer putting certain
points about copy (6)

9 Hit and smash, being care-
less (8)

10 Nicest possible way to be a
crawler (6)

12.Some serving men save.
remember!

15 Proclaim there’s nothing to
value (5)

14 Green-stuff (4)

16 Forecast tbe Left wffl retain
ten (7)

19 Set this out for religious
people (7)

21 Dance with staggering
results (4)

24 Means taking some immedi-
ate action (5)

25 A large numbs aim for 23
(9)

27 The author might well be
tenser! <6)

28 “— bolding both fate sides”
(Milton) (8)

28 Stay concerned with the
players (6)

20 Time fer a few words? (6)

down
1 Re-dassify a holiday

(8)

2 He’s maybe going sound the
bend - it’s the examina-
tion! (8)

8 Subject to ups and downs in
the main {5)

4 Oriental variety of m
(7)

6 The crowd will get o
the track (9)

7 Give it -Ume, Edwan
again (8)

8 2S framing feed appeal
11 A break in hOGtflittes i

ley (4)
15 The sailor coiouret

wouldn’t have a drinl
.
17 Very very little drop*

this (B)

18 Put off deals - she te
out capital (8)

20 The problem in com
tin with silver (4)

21 Droll sorcerer making
22 Hear the pound is to

np (8)

28 Access taken hen
course! (8)

26Ytewalot<5)
Solution to Fuzzle No.’UU OtdElHim
H O Q S3 [oq naoiitai
Q u n Q hiaaaaEDQOQ moH Q H Hi
aaEi0g.gE.Bnuu.
BOQgDBUU OBgmCi BQOPlIEonii
a a bob orgatjsnn omamof
u o n h iUDQBog onnnn'

I
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WORLD STOCK MARKETS
CANADA

tofaa tax* Htfi U> CtaeaQmg Un stock Ktflb ww Ckwl Stan tax* Won Law GtotaCtafl

TORONTO
2pm prices November 21

QuataHena In earn wWwa ranted *
3208 AMCA lot 405 <00 40S
0723 MriUtd Pr 8154. IS IS - %
no Adrianas $«k 17% 12k

CWOBAoofeo e Silk 10% 11 + %
11030 AbrtkEn Slflk 10 10%+ %
1700 Altai K mk 10 M + %

U481I Alcan S25k » a - %
700 Algo Cant 516k M 18 - %

laaaABvm* *v ark+ k
ono Aka I I 510% 10k «k + k

100090 BCE IM 543% 43% 43k- k
29319 BCE O 124 122 121- 1

17310 BCE MOM 132 31k 31k- k
4850 Bt Sag* A 117k 17 17 - k

11EOO BORA Silk 11k 11k
8317 BP Canada S21k 21% 2«k + k

0147S Bk MoMI 533k 32% 32k- k
147283 Bk Nfieat 517% <7% 17%- %

700 Baton JOk 13k 13k
11 two Boknara) 88 80 85+ 5

8000 Bombdr A Sisk «k «%- k
SIBk 14% 16 - '

3700 Biamna 522% 22% 22%+ %
66M Boh Vm*f $M% MW 14%-

827k 26k 27 - k
3S0 330 350+ 15

10830 BC Phona $17% 17k 17%
aiHBtwcor S17k 17k 17k + k
tiBSBrumafc 511% 11% 11k + k

378450 CAE Sink 8% Wk+ k
B400CFCF ST8k 16k Wk- k

597860 CamMar7660 CamMar Si5k IW» 15%+ b
4844 Comfi»K{| 538k 38k 38*2- %
1000 Camp Rea M 84 94
JW7 Camp sow 121% nk 21k- k
83650 Camtata T 55% 5k 5k
28210 C Nor Wost 425 400 400- 25
18834 C tan $17% 17% 17k + k
346BCSPMI 295 » 295+ 10

17500 C Ejma I 78 78 78
321591 Cl Bk Com 432% 3!% 31k- %
21000 C Marconi $14% 14% M% + %
MOO C Ocdeatal 320 19k 30
ITOOCPFonsI *37k 36% 36% - k

4k 24 21k- k

I CUtll A I 521* 20k 20%“
1(60 CUM B $21 20k 21

46300 Canomax o 385 370 380
7Q0CaoaaiA ( 56% 5% 6k-

k

6950 Cnfer 528 25k 25k- k
WHO Can $17% 17% 17%— %

200 Cara A 1 817k 17k 17k
noocaratia' 527k 27k Z7% + %
BOO CaaM *S% 5k 5%+%
BODCMmne 527% 27% 27%+ k
2600 Can Capital $11% 11% 11% - %

51070 CooCap A 88% 0% 0%+ %
10950 CentFd A SDk 8% 6k + k

600 C Quar Tre $10% 10% W%- k
200 Cfaann 81 81 $1
lOOCHUUBf 523 23 25

147550 ClruriH $10% 18 Wk
raSaSi jr£ 18k w +%

54400 Cnta R7% ®k 27k- k
7000 Ccmputloa 400 390 380— 10

271880&ww*m *»% » ift+Jk
1557 C HO A 1 58% »% tt+,%

86000 Coo TVX *7k 7k 7%+ %
inocnanta ^ »H »%
400 Craw Rfl 5*% »% ,
500 Contat B $M M M + k

225006 Corona At $«%«%»%+ T
2S0DComi Sllb 11b 11?wW M?- %

80417 Cicwni A 1 #rk 7k 7k+ k
27S0 Denison A 4S0 470 4TO

2638 DwttOB B I €S 400 400

IraoSar Wk 8% Bk+k
W07S Dtefcnan A + %
118688 DoMeo 329k Wk *•»- %
B3SBD TaxHe *» W «

10075 Doffrtar $18% 13% 13%
21000 Damagmi O 817k *7% 17k * %
SOOOlPMA $27 Wk

moo Dyta A Wlk W Wk + %
460875 Beta Bajr $23% 324

MMEoko 511 \

2040 EmplraA r 5W.
,USOEoMd 55k 5% 8k+ k

160600 E-.tySv A 470 408 465-
!

MOD RCA M no 10 w

U 10% + k
33% 23 * %
11% 1ik+ k
18% 16%

sin FPI LB 16% 6k Bk
1200 Fin Traco K> 6k 6k -5%

33680 FM tad A 514

n00 Fad Hon 514
Ik 14k 14k
[k 14% 14%

65150 FtaaL SM% Mk Mk
3000 roiyfm $iak «% wk- k,

67200 FMartahA ( 18% 8% •%“ kJk ek 8k-
200 Ford Cnda 5185 MB WS +8
2Z71 Porta J42k Ek 23k
400 FfcurSeaaa I 537% 37% 37%+ %
4650 Franca o 517% M% 17k +1%
403 aw usa jak a% ask- k

100000 GMocda 479 635 47B+ 5
gsocamMt 58% 0k 6%+ k
600 Gandla A 122% 22% 22% - k
TBGMMYk $13% »k »%

887G0 QtaBOa 2*8 2U 344- 1
70000 Gokloorp I 15% 5% 3k- k
2S150 GU KiriflM $11% Ilk 11%+ %
2200 Grattan A! «V B% 8%+ k

232*00 Grangao 2t& 230 M>+ B
1000 CL Group 320% 20 20k+ %
1552GMLKMO $18% 16 W .
500 Grayhnd $30 30 30 + ^

iin— as 28%— %
I9k l*%+ .k

!V’V\

23932 OuH Haa
2000 Haley
3900 Harris A
853 Hsyaa D

10675 Heaa bM
207172 HemU

5100 HoUngr .

KBttO Hareluun I 111%.
780 H BsyMn 18k - .

10570 H Bay Ca $31% 31% 81%
28786 koasco L 137% $7 37% - k
21566 tap 06 A 180% 88% 80k~ >
W7S0B taco 534% 34% 84%- %

700 tanopac 18% S% 9k

»% as as%-

k

$19% 19k 1Bk + .%
$nk II

439ra War C8y szajj 23% .
Mk

1% 49k «4k- k
522 22 22Wk i._ a; X

MB Intarhema
560 bn bp
MIOlpsco „

a ( mk iok ..
S»k 18% 19k
$20% 20 »k+ %

p $22% Ek Ek+ %
A $25% Sk Sk-<
Bt S2S% Mk 25% -1

Uur Bk $17
Law Or B 9%
LMMI a $11
LotUW CD $14% Mk M%+ %
Lorrvnu 523% Sk M%+ %
M08A 528% 28% 28%
UDSB 526% 26% 25%
Mac Ksnzla » 8% 6 + k

HX $11% 11% 11%

23% B$-l
W% 17 + %
Bk 8%
K)% n * k

my t mk ii% ii%
$17% 17k 17k-

ssi si a. ^
$6% 6% 5%
Mk 18% 18% + k

ICMP 305 300 305

A ( $30% 39% 38%+ %
$80 38 39 +k
532k 32% 32%" %

238 220 230+ 10
Bk Can 813k Wk Wk- k

INBustaeas 3* 31 32-1
1783 MaWTel El* SWk W% «k+ %

i A $14 WV Wk .
IF *14 13% Wk- %

4325! Noroada $24% 24 34 - %
9639 Moreen $25% 29% 25%+ k
K84 Morcn A f $24 23% 24 + k

• Nor Tel

S
20k Mk+ k
25% 25% — %
6k 7 + k

aoKnn ndv. i 8% B%- k
94 Novarco $12 19 12
204 Names W SM% Mk M%
mao Nunmc tm ow to + %

10800 OcaM B I $8% B% 8>j- %
1600 Obmqq Hyd 325 32S 325+ W
0260 Ones I SM% Mk MbWS OPm A I $30% 30% 39% - %
6278 PWA Co<p $M% Mk 14%

29660 Pgurta A I $9 Sk 9 + %
4100 Pomaur 30% 7k 6k + k
1400 PanCan P 529 28% 29

$I7k IBk 17k+ %
Slflk 19%

~~
600 PJnwJ A I Slflk 18k tflk

176510 Pienaar M 48 40 48+5k
S71181 Pteair Dm S9k 21% 22 + %

2000 Poca Pel tab 8% 8%+ k
19750 Pom Ci

*

I $15% 16% 15%
WOO Paw Fta Slflk tt% 1fl% + k
1000 Proviso $10
an On tm 115% is^
300 Ouelicar A $15%

‘

} 19%k W + k
15% »%- %
16k wk- k

iwta Naaaar 17% Bk 7
77S33R^I 511% Wk Hk+ % .
W0M StanM 3 539 30 39 + k
466 Hodman Af $29 20 20

22204 Henbane* $22% E% 22k- k
ISSORapap ( $8% •% %

2BB3S Rio AIobb SS »% 2%+ k
4662 Ropers 81 818% 88% B6%- %
1300 Homan $10 flk W + %

61057 Royal Bak $48% 4S% « - %
67908 Fty Tree SWk 16% W%
4easHL9pa m% n ft

aoosMCAi ink w% w%+%
3600 S8. CaiaA I $9 tflk 20 + %

42360 SaMcol $13% W% Wk- k
31513 SccpOa 405 480 480- 5
mo 9cci Paper $17% 17% 17%

112225 Scotta I $17 Wk T7 + %
Sl7k 17k t7k+ kaoosctnsc

170B0 Sasaram
M66S Sasra Can
MROOpuniC B
1780 Shall Can
zmotanta
200 Sea

39020 Sonora
U230 Southam

aaa-\
w% w% w%+ %

30007 Stake A
5*275 TCC Bta
13932* Tack Bt

$13*l

SW%
$«% 40 49k

$10% 10k «k
$Mk 14% Mk+ k

IBS 185 tn+ 2
$32% Ek Ek+ %

< tek 8% 0%- V
$20% M 20 - %
siik ti% nk
E7% 28% 27%+ %

WSOTembecA Wk W% 18% + %
34401 Terra Un 33 32 33+ 3
SMS1 ThcmCar 516% 15k 15k- %
236*50 Tor Om Bk 121% 20% 20%-%

409 Tor Son E4% 24% 24%+ k
1137 Toratmr Bl 533% 33% 33%+ %
man Total Pal 130k 30% 30k + %
36335 TmARaU $M% M% M%- %
66740 TiCta PL 117% 17 17 - %
2S034D Trflaa A R1% 21% 21%+ k
31719 Trknac »% 6b S%- %

SCOTrizac Af J3Sk » 25 - %
3100 Trisac B 528 a 29

aiZOUnkopA $5% 5% 5%
t 4» 429 430+ 5

2ssoutCartid Jta% nji n^- %
HOC li Emprlsa 111$

1006 Un Corp $34 14 34 + %
40023 Verity C 2*0 238 2*0
9B6S0 Vkaray R 15% 3 3%+ %
S545 VWtaotro I SWk 18% Wk- %
MOO MAC B f $14 M 14 - k
500WS1SXA $13% 13% 13k
raiWtaod SWk wk wk+ k
8867 Wooast E 521% 21% 21%+ k
22D2 Wastmbi Wk 8% Bk- k
3513 Weston *40 b 40 «k- k
WOnWoodadA JOS 236 260- S
BOOXatca Can $20% Wb W%- %
f-No voting Heats or rstatctsd vadnp

INDICES
NEW YORK
DOW JONES Nov. Nov. Nov. Nov. 1000 Since fiompfUtkm

20 17 16 ts HIGH LOW HGH LOW
*t)u JU2 66 263526aw 279L41 214424 Z79L41 4L22

tWUS 0/1) (9/10/89) (2/7/32)
KoarBoxdf 9352 4320 9155 9335 9435 8735 — —

(2/S (23/3)

Transport 1X6323 119U5 U97J2 1205.19 153201 959.95 153221 1232

IKWtkl 22021 221.08 22240 22158
Off
22240

am
18124

arm
22723

uppa
1039

06/11) (24/21 (22/1/87) 8/4/32)

*0«% High 265956 £266357) Lta 2615.40 (2623J6)

STANDARD AND POOR’S
CdBMdttt 339.35 34121 34058 34054 35920 27531 39920 4.40

(9/10) 0/11 mm> o/6/sa
todutitab 3B727 389.92 38825 38BJ6 410.49 31826 410.49 322

(9/1US

3% mam (21/6/32)
REtadM 32.49 3268 3229 3249 3524 35l24 824

(9/10 (3/1) (9/10/89) 0/10/74)

wrSE Ctajwat 18823 189.28 188.75 188.76 19934 154.98 19934 4.46

Anat MM. VUbe 37128 373.35 37251 37235
(Win
39723

(3/1)

30524
(9/10/891

39723

HASIUI} ompedta 455.71 45*71 45&2B 45524
(10/10
485.73

om
37856 TT (9/12/72)

5427
(9/10 am (9/UV89) 01/10/77)

Nov 17 Kkra 10 year ago (npprtwj

Df». YhU 3.43 3.94 3.93 3JB

Nov 1 (approx.)

SAP MtatrU to. ykM
S&PladL P/E ratio

2.98

14.40
3.00
1429

2.97

1425
332
19 19

NEW YORK ACTIVE STOCKS TRADING ACTIVITY
SMa Ctoeina Changa. t volume MHKnna

Monday traded price on day Nov 20 Ncv. 17 Nov 16

61 Uttar MctaOM 1,989200 61% + % NtaVtat 128-170 151220 149-283
GcaEkcbtc LW20 Wk — % In 12220 13.980 11.424

DtaA B'dstntt %44%200 42k — % NASDAQ 114.927 12X390 146245
Bating 1304,200 59% + 1% taora Traded 1.959 1,958 1.466
Adda 1,272,900 27k — % R&a 467 770 728
IBM 1249,700 98% — % FUts 1208 682 739
PHlpMraTtt i_ 41k — % Uatatflcd 484 506 501
UUTtekaokw U37200 50% — 3% NaiHiglB 39 52 74
Am TAT i.om.400 42k — % tor Lows 61 41 50
Tran m$ 1252,900 34% %

CANADA
TORONTO Nov Nov Nov Nov rasa

2D 17 W 15 HfQH LOW
Mttah A Mtanb ‘ 338523 340321 337L45 341822 39192 0/9) 320750/1)

Qaapadta 394753 395757 394622 396826 40372 (6/10) 33505 <W1)

H0NTHEM. PortfoOD 200028 201726 200726 2014.62 20692800/10} 1677280/0

Nov. Nov. Nov. Nov. ^
21 2D IT 16 HIGH LOW

AlHmuLU
AU Ontoorio 0/1/80)
All MWag 0/1/80)

16293
8242

16352
8289

1234.4

8283
1629.4

8255
17812 (29/8)
8751 (29/S

1412.9 (7/4)
6526 (7/4)

AUSTRIA
Crtdh Ahtai O0/12/M 41L70 41654 41450 41050 51529 01/10 2195 S/D
BCLCXUM
Bmsscts S£ 0/1/80) 654856 650550 6507.41 6607.72 680528 (26/9) 551950 (4/1)

prrmiAiur
Cnpmhawn 5E O/UBS 35829 35800 3S5J8 354.47 35829 (21/11) 27849 E7J3
PMJUN)
Urttas tatfal Q9751 6075 6189 62691 6275 8152 (UM 6075 (21/113

PRANCE
CACGeoeral CU/12/829
tad. TodunOO/12/89

513-4

1X7.4
5162
un*

5168
nan

514X
117.7

S6L6 Ol/lO
128100/10

417.9 (4/D
975 (27/2)

OBUXAMY
FAZAMka 01/12/59
OonanenAata 0/12/53)
DAX 00/12/87)

64L44
U887
151429

64826
19I0J

1532.70

647X4
19(05

153152

643.27

18875
152958

M0.91 00/10
20562 00/10
1657.61 (8/9)

535.78 (27/2)
1595.7 07/2)
1271.70 03/2)

KOHQ KONO
Baa Stag Bata 01/7/64) 2817.19 Ttnnm 280429 Z78951 390924 05/5 209921 (5/»

un nnn
raQOwtfmwm UBL78 168106 167829 1666.42 10489300/0 136024 Ofl/U

ITALY
Baaca Ota. Hal. 0972) 664.96 66320 656X4 655.95 73424 01/8) 577.49 08/2)

«nAM
HAWOWN*
TMcra SE (Ttphi) (4/1/68)

2nd SecUn (4/1/681

3605927 3599350 359631743587654
271725 27T723 2717.90 Z72L03
3692.41 3686.95 3686J2 368628

J605927 (2I/U>
27212306/11)

3804X1 (9/10

30M3L79CVD
236691 W»
277438 0713)

hfthuhi nriPtt

CBS TU-RulGoUEMI 1983)
CBS Ml Sta (End 1983)

248.9
191-1

251.4
1932

25L9
193.4

25L7
m2

272.7 (21/9)
2105 (8/9)

20830/1)
1667 0/3)

NORWAY
Ode SE 0/1/83) 61558 618.75 Siam 619.95 M55DD8/9) 467X7 O/D
FMUPFME&
faxHa Comp Gfl/85) 138652 139626 137725 13S9J3 139626(2000 80422 (6/2)

StralUTtaei tad. <30/12/66) 1349.42 134554 133729 133520 14312502/10 109029 (4/1)

•OUTH APfOCA
JSE Said 128/9/781

JSE tadraoU (28/4/78)

205629
256329

19772
25602

19702
25602

19162
25660

20560 (21/11]

28380 (25/0
129LOOSIS)
196X0 (30)

SOUTH KOREA**
Korea Com Ex. (4/1/80 884.17 009.97 69920 90851 100720 0/4) 84630 0/77

8PAHI
UadrM SE Qtyi2fa9 297.48 29956 29630 294.79 3289305191 26821 00#
SWEDEN
Jacobson A P. 01/17/56) 39985 39875 3974.4 405.7 46605 06/8) 3333.9 G/l)

•wnZEALANO
State Bank lid. 01/12/50) 7412 7492 74Z2 7365 829X (6/9) 613X 0/17

TAIWAN**
WHflhUd Price (3Q/6/66) 1009860 1026924 103252710407X4 10773X1 (29/9) 4073X0 007
IHAHAMO
BaatakSErO0W75> 74220 777X5 76023 753X8 79220 09/113 38673 C/D
WORLD
M5. CMal (ML 0/1/70) to 5295 S3L2 53X5 5512 0/0) 487203/6)

BaMtalMsqr tal InWca are UOacnt NYSE All Commoa-50. Standard and Poor‘i-10:mi"
T-TorontoliKnceslHoal 1975 end Montreal Portfolio 4/liTomato Carapasltc and Metals- XOOO. 1L __ _ ... ...

83. tExdrxHnfl bondL* hMkntilal. pk« Utilities, Financial and Traaspartatkra. <0 Closed,(a)
Iramitable.

j ttmVt Tshaa Wrtgbtid Price 10309.07. Kra Can Ek 90Q23.
ASaUedtaeRKU mcriratathxi. 1 CmcUa*.
StaSrs 6f aU taka ac 100 eacta: Brasto SE. BEQ OseraH art OAX-WOO, JSEC0M-25S.7, JSE
tatattUi- 26*3 aod AuMb AUMtoy end Mbps - 900; (d Ctasta U (taBUtata

TOKYO - Most Acthra Stocks
Tuesday November 21 1989

ToyelWibor __
Somttomo U0 M.
MRaul Rl Eat

OU.

stock*
Waded

Clotang
Price.

Changa
on day

(Manta Ooalng
TTadad Prices

Changa
on day

SMAn 127D +70 Aohl Corp 185m 12*0 +40
21.7m 2J160 -40 Marubeni 181m 877 -19
31.1m 3,180 +80 Kansal Paint 14.6m WTO -W
160m 8130 +80 Japan Stl Wks_ 147m W30 + N
164m 1,770 + 10 Nippon Oil - 10.6m 1JB80 +30
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I anew light.
For an illuminating view of what's going on-and why—in international business,

finance and politics, you've come to the right place. The Financial limes. The FT
provides eye-opening coverage of events that often escape the notice of othe^ 1two

turned-on papers. That's to be expected; since 1888 the FT has been lighting the way
for people who know that knowledge is power. Ifyou're an occasional reader; make
die switch- order your personal subscription today
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FINANCIAL TIMES
14 East 60th Street, New York, NY 10022 USA

A



fib44 *

3pm prices November 21

FINANCIAL TIMES WEDNESDAY NOVEMBER 22 1989

STOCK EXCHANSS COMPOSITE PRICES

12ltaO
Mgh Low Seed;

PI S*»

Qfv. TM.E IWoME* LOW
- A-A-A -

a

Cti'aa

C30M PlW,

14 21 489 34$ 3ft MV* V
U. IDS ft ft 9%
fi. 718 11$ «1$ »I$ + $

!N 8$ 6$ BV
11$. «$
ft 9% + $
15% 18

31* 3*2 *
J*

5V 3$- $
ah $

78330 85V 82V
2 2ft Sih 25$ .

3 23", a\ »%- $
15 a% ft ft-iz

ST13ii56V 53V M -‘ft

II. 679 11$

11. 600 9V
.9 19 144 18

14 a » 3*a
11-770 5$

9.7 41 304

82S2DS9 29
11 Id 3412 66V

122 13

34 94
as a%
184 374
57 1S!j
IK 1:4

41
13 11

25

13.

284 264+ 4
65$ 6i$ - 4
i24 124- 4
94 9%
84 av- H
37 37 -4
154 154
114

mV
in<
104
ift
10V
10
10

- iiV+4
3 1B4 184 1B4+ 4

12. ea ah rOV MV- V
1084 7% 7V 7!4

10. t 29% 2ft- 4
Id 13 155 ft 81j 84+4
4

.6 10 1'iB 004 eft ®>V + 4
u ioia 124 an4 tft- 4
44 10 2880 20V 16% 194

,

25 24 2V 2V- 4
30 11 IMS 454 +ft 445,- %
1X20 ZM1 384 37% 3S-8+ 4

13 318 224 224 224 * 4
12. 11 30 194 134 194+ 4
8i> « 94 94 9%
02 Z1C0 U103 103 103 +14
P.0 Z3C0 41 41 91 -14
9J rtSOuW 304 894
.? 7 421 224 214 214- V
18 12 411 194 194 19*2- 4
010 2 444 44 444+ 4

IX 10 2S6 387, aft 304 + $
1.4 21 1038 564 55% » - 4
52 S24J9 214 21-4 21V- 4
2.6 12 195 334 52V 32$ - %
2X22 12S 33 32-4 32 -j

1.7 12 10 944 U 94-J + %
307 5-16 518-1-32

3.1 7 63 aa 3«4 ®4- 4
7J II 1393 41 JO 1.’ 40 ^ - 4

W 20 94 0 94 94-4
16. 34 12 011V 11V- 4
J lies 164 157* 154- 4
99 20 US IS W4 M%“ 4

205 244 3*4 2*4
,

ii a bV 64 B4-4
5.1 id raw 354 as 354+4
70
7J
79
1J9

9
75

291 10V
323 10
157 104
E2 10

to 9 V
399 94

104 104+ 4
94 94-4
io4 104+ 4
»4 9~

a

94 ® V ,*4 94-4

374 214 AAR
04 04 acm n i a\

114 104 ACMln 1JS

104 B ACM M n 1.01

11 V 10 ACM 341-10

04 84 acusp i.oi

18 11 v ALLaD 12

44 34 AMCA ,12s

04 <v AM Inn

23 V 194 AM In si 3
1074 <74 AMR
Z7 25 ANfl pf 057
5*4 234 ANH ft 2.12

eh 34 AHX
544 374 ASA 3a

304 154 AVX .3*

88V +ft AOILflt 1 *0

164 124 Ahffltu 5 1

13 ;V AemaC .4®

34 5% AenwE J2

38V 204 Acvtm

154 124 Aiids* tlCSo

124 6V AfloM

184 16V Adob pi 1 84

214 15% Aaob pi 2M
10V ft AMD
35 23 V AMO pt 3
iOV 6$ Advou: 16

62V +6 Arm LI 2.70

1* 11 7, AUlPb 22

25 154 Aumano JB
J+j 24 Aihwn
484 374 Alrprd 132

X4 18 AMtfrt .60

254 1*V Akrjoa

204 164 AlrMOSO 2^1
104 8V AuP dpt 87

102V S3 AlaPpIP-U
93 BO AtaPpf8.16
634 00% AI4PDI 828

30V 194 AlAAIr JO
23 V 1*4Atonym JS

634 324 ABwrtu .38

41V 3*4 AJbCulA JS
eft 334 AUsn M
2S4 194 Alcan t 1 12

364 234 AlcoStd 6*
3* 224 AtaAU I

103V B9V ARegCp 1X31

24 7-32 vjAlglm

*4 4 ujAlgl pr

414 29 AlgLud 120
414 354 AilgrN* 3X8
16$ 94 AHcnO
19$ 124 Alton pll.75
25 V 154 Alngn n .050

15 10 AkrCaa 1 *3

2*7, 234 AJVsh pAKJo
274 74 MKPd

‘ 3l4AJdSonl 1X0
10 AtoiMu .78a

94 AtcMIl .73

94 AM 10 .0*

94 AM102 n.tOa

9V AM 103 r 04a
9 AJsMP n BP

41 % 23 ALTiaslXa
794 504 Alcoa 1.80a

174 104AmoaG XS
294 204 Amai 80
4*7, 384 Aim p* J

164 10 V AmBin JO
134 11 4 Amoral .46

15% 64 Arrtura
274 10 Amdu pfl.05

46V Z7 4 AmMas .60

xi ish Muatk .15

81$ 62 Am8md 2.72

29$ 264 ABrt pO.75
39$ 25 ABhM X
27 18V ABuaP » .80

214 194 ACapBd 220o
234 «4 ACapCv 265a
9$ 74 ACapIn 1.10a

114 84 ACMH JO
73-32 4 •'lACaffl

604 44 ACvan 1JG
31 254 AElPt* 240
384 254 AmExp J4
22V 124 AFamly 32
38V aVAOnCp 1.50

84 74 AmOvI B*n
104 8$ AGIP 1.06*1

94 A&TT nl 02
17$ AHBPr 2J8
774 AHonw 390
*SV Amrxti »2j92
61$ AlirtGl .40

0 AM .72

04 AM wf
94 AOTnXBa

. 264 AProgd 60
164 11 4 ARE»t 2
84 74 AmRn a1J2
184 8 A38 JO
194 104 ASH pi 1.81

54 2 ASMp
72V SIVAinSlor 1
454 Z74ATST 1J0
21V 164AidWB .74

17 134 AWa SprlXS
16 64 AmHoB Be
414 294 Ameron 121
20 12$ AmvOp .10

15$ 124 AmMak .64 SO 17 71* 134 _ _

.

11 84 AmpvSc 108a IS 32 104 W4 104 - 4
50V 344 Amoco al-BO 3J 15 4116 48% 47$ 484+4... .. - - - 10 14 2950 40V<J3B$ 404- 4

24 9 124 124 124
1.1 ISO 7V 74 74-4
S3 B 738 26V 384 264

16 801 44 44 44- 4M 36 18*5 33$ 324 M4+ I

10 050 84 64 84+- 4
2l7 14 21 28V »4 26V + 4
IS 6 10 10 10-4
14 M 2334 36$ 364 384 - 4

13 146 15V 1*4 !*$+ 4
2X 9 83 15V 154 U4-4
SB 12 29* 384 364 384
1X28 1008 14$ 144 M4- 4
78 89 114 114 114- 4
so 2700 88$ 8B$ 88$
BL8 102 |J*D4 834 034 + 14

a I 384 364 364- 4
ai 41 94 94 94- 4

X 132007 32 314 314- 4
103 21$ 214 ?l4- 4

7JZ 7 £0 34$ 34$ 344
48 73497 21$ 204 20V- $
15 zlOO 664 864 084-4
19 4783 22 4 22 22 -4
88 12 «V 43$ 444- 4
10 51072 10 84 0$
OJ 2 224 224 224- 4
10 9 447, 44V 44$+ 4
17 11 533 40$ 304 39$ — $

24 44 4V 4V - 4
20. 11 0$ 94 94

104 ia$ dia$ io4- $
48 15 140 15$ 154 154- 4
17 8 434 43 43
40 01354 334 324 324“ 4
10 T2 277ul5$ 154 157,+ V
18 31 610 344 344 3*4 - V
.5 352 144 T4$ 14V- 4
W. 0 358 8$ 9$ 8$+ 4
94 6 4 44 44 44-4
88 7 104 11$ 114 11$
7 0 15 454 38 V 77$ 384+4
78 10 150 38 37$ 37$ - $
48 102528 984 864 96$+ 4

18 612 17$ 17$ 17$+ 4
7.0 SB 16$ 184 184- 4

II 34 3$ 84-4
3.121 1« 12$ 12$ 12$

1IB 12 11$ 11$ - $
1 3 18 552 47$ 474 <74+ $

104
24
100

86
108

28$
B
104
«a

IS 18 ICO 30$ 384 364
13 62S5J TO 69 684-4
.4JJ 1765 U184 17$ 184+ 4
14 31216 23$ 234 234+4
7J 3 *1 *1 <1 + V
18 5 142 13V VJV 134+4
*2 to m 11$ uv nv- 4

7 102 6V 8$ 8 1!
15 2*8 13 12$ 12$
18 03930 45$ 44$ 44$ -1$

5565S?U23$ 324 32V + 4
39 II 139109$ 694 B94
9J 21 284 26$ 2S4+ 4
18 15 7 32$ 32$ 32$ - 4
AI 11 < 19$ 194 19$ - 4
II. 31 20$ 204 204- 4
11 1 21$ 71$ 21$
14. 278 7$ 7$ 7$ — 4
7J3 10 23 8V 0 84 84-4

228 5-IS 4 4
16 14 1701 51$ 51 51-4
7X 10 998 30 V 304 304 ~ 4
14 13 4910 34$ 3*4 34V - 4
IX 17 1646 IB 17V 17$ - 4
44 01928 34$ 84 34 -4
If. 127 84 8 6 -4
11. 309 9$ 9$ 9$+ 4
9.8 26 10V 104 104
BX 14 387 234 22$ 234+4
3J 16 2399 105 103 1034-14
4X 13 1721 60 3SV 59$+ 4
.4 132088 107$ 106$ 107-4
11 7 736 64 6 C - 4

260 6 df 0-4
X 40 10 9$ 10
1123 560 284 28 20
17. 7 156 12 11$ 11$+ 4
20 2 25 7$ 74 7$+ 4
0X 6 315 04 94 94~ 4
15 74 11$ 11 11-4

457 34 3 34+ 4
IX 24 192 574

— - -
2X21 6493 434
AI 11 00 M
SI 2100

20
12 12 2 40

a
554 60 -14
42$ <24- 4
17$ 18

15$ 16V+$
«V 64-4

40 40 +4

49$ *0 AMP 130
15$ 12V Ampco JO
154 64 Amre JOB

284 22$ AmSrn 1.40

8$ 3$ Aracmp
37V 2+.V Anodf* JO
I2i 84 Araloa
29 19$ AngoUc .78

11$ 8 Annan 1X2
46 30 Antaa X8
W4 7$ Amnmn
20$ 10$ Anttmy a.44
384 26 Aon cp 1.40

18$ 6$ Apart** JB
12$ IIVApaxn XB
92V 804 ApPw pl8.t2

03V 734 ApPar J07.4O

38$ 30 ApptBc

15V 84 ApptMg

33V 1»4 AreMJn .10b
224 12$ArcKD>ri
<0$ 27$ AreoCb 150
27$ 184 AiRJbc a 1

72$ ™ AriP plS95a
2S4 W4Artda 1X8
48 38 Adda pi 3
13V B Armco JOe
24$ 21$ Anne pC.10
48$ 41 V Anne pfASO
50$ 31$ ArmWI 1.06

8$ 4$ ArawE.
14$ 94 AnaG pflX4
364 10*3 Artra

28$ 14V Arvln 80
49$ 404 AivIn pO.75
35$ 2S$Asaica 1X0
154 11$ AaCaal XZ
43 324 An noil *
W$ 0 AstoPc 07«
14$ 54 Aaatlm 1J7+
7$ 3$ AtolSra .408

234 llVAmma 1

28$ 23$ AitGas 1X8
384 32V ABEnrn 280
1084 76$ AHRlci* A50
18V 104 Annas
17$ 14 4 ATMOS 1.16
74 3 AudVd
W$ 10V AuflU .40

10 10$ Ainn n
50$ 35$ AutsOI .00

7$ 3$ Avalon 1 Dla
27V 20$ AVMCO M
30$ 21 Avery JO
29$ 10$ Aviurl JO
414 10$ Awsn 1

33V '9$ Avon 2
21$

"

.7 611142 14$ 144 144- V—
13$ 124-4

is 2 6$ 6$ 6$
1.7 14 3 234 234 234
1.918 107 00 29$ 29$ - 4

U$ Ayflin 0

ii i8 sas
26 8957 37$ 35$ 364+ 4
7.1 28£fl 28$ 27', 20+4

9 331 10 15V 16 + $

5S4j 26^ S». — }i

37$ 304 acs o r.*a

204 15$ BET a+>
104 0$ BMC
29 25$ BP Pr nf.05«
31$ ZS'tBRE 1*0
194 124 BflT 2J8<*
25$ 18 EMmco 1

2*4 104 SrtrP nll6e
2+V 12$ BaHHu .*6

5*4 30VBWiHpOJO
2* V 154 BaJdar a +!
34$ 25$ B4U 1 12
29$ 15V BolfyMI 30
15$ 12 SiHBcp .55

33$ 23V BoltGE 110
37 211, UncOno i 04
12 3 4 SacHa .44

61$ 48$ anSaffl 1 Ido
13-10 3-taa»nTffr
894 6< gandag JO
30$ 204 Skflcal 114
404 324 BUB ?IA3 4do
394 314 axe plB3C«>
74 50 BXB piCSSM
26 13$ HUME 1X6
55 31 SkNY 112

- B-a-s -
*23 374 37 37 -4

SI 10 31 16$ 16$ 10$ - V
0 51 7$ 7$ T$-.4

AI 16* 16$ 25$ 25$ — 4
03 1* 9 29 28$ 29+4
IS 5 71 134 <3 13

5 5 21 40 13$ 10$ 104+ $
99 90 22$ E4 22$
2X36 20*1 23$ 22$ 22$ - $
S* JO 5*4 54$ 5*4+ 4
12 is 78 204 20 204
3 7 30 1160 30V »4 304
10 17 2120 154 61* 7

]
16 - $

A* 8 80 124 12$ 12$
05 11 »7 324 324 324 + 4
33 12 1524 32$ 31$ 32-4
43 37 4 10$ 104 104- $
13 13 1 51$ 51$ 61$

69 5-15 M2 M2
IX IS 138 7SV 74$ 75-4
6 3 10 1072 20 4 dIBV 16$ - $
11 1 324 1024 324- '*

11 I II *31 31-4
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SI 51535 15$ 14$ I*7,- 4
SXICU 1863 43V *2$ *2$-$

'/m u'j IjSIA '"1 v -

Electronics

Ch’V*
12 Month PfSM 0*oo# Pro*.

Mgh lorn Slack Oto.TU.fi lOOatfldi Low QuottCtaM
38$ 10$ BnkAin JO II 73727 28$ 28 284-4

sjj 00 35$ 3S4 354+ 4
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4 6 1407 46$ *84 *84-4
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38$ 33 SfcAKStSa
05$ 5*$ BfeA Bt 00
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584 3*4 SMATf 2.0B
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35V 28$ Barclay I _

20$ 24 fiorB pil.100 A7
28$ 23$ Borfi piOBo 3X
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38$ 30$ BvnQp 1.48
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10V 4$ BaroH n JO
17$ U BanMi .10
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14 I vtBawFln
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,3I$+ $
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32$ 2$ Swrp s X*

IX 1

AS1
16 8 771 34$ 34
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J 37018511184 17$ IB +7
1X17 284 62 H»$ 61 - 4
14 H 5398 23$ 234 234- 4
17 122 37$ 36$ 37 - 4
50 78 70$ 70$ 704+ 4
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1311 48 20$ 204 204-4
AT 71753 13$ 134 134- *

_ . „ _ ... 14 II 1731 7T SB 20$+ 4
15V 8$ Beuar Xla 17 6 00 94 9$ »$

,

a$ 17$ Bcklna XBe IX 12 618 18$ 18$ 18$ - 4
91 40$ BortDk I 1.7 13 005 57$ 57 57$ + $
104$ 09$ BeHAU 440 43 15 MoO MB$ 101$ 101$- $
174 12$ BedM 40 16 17 UO 154 19$ 15$ - 4
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AMERICA

ALTHOUGH many analysts
felt the hammering of defence
stocks on Monday was an over'

reaction to the prospect of cats

in the defence budget, equities

{ailed to mate up any ground
yesterday morning, writes

Janet Bush in New York.

At 2 pm, the Dow Jones
Industrial Average was quoted

5.76 points lower at 2,626.28 on
sluggish volume of 87m shares.
On Monday, the Dow had
closed 20.62 points lower at
2,632.04.

The equity market showed
little reaction to yesterday's
key economic release: the con-

sumer prices index rose by 0.5

per cent, which was in line

with expectations. However,
the bond market was on the
defensive because, with the
volatile food and energy com-
ponents stripped out the index

still rose by 0.5 per cent, which
was larger than expected.

So far this calendar year, the
CPI has risen at an annual rate

of 4.6 per cent, still worryingly
high given that the economy
has been slowing for some
months.
Far from recovering from the

sharp sell-off on Monday,
defence issues remained weak.
General Dynamics fell another
% to 943 and Martin Marietta

dropped $1% to $38‘/«.

The Dow Jones Transporta-
tion Average, which plunged
27.92 points on Monday to

EUROPE

1,163.23. remained weak. At
midsession, the index was
quoted 10.50 lower at 1.152.73.

The index has been under-

mined by newspaper reports

that banters remained reluc-

tant to finance a buy-out or

recapitalisation of UAL, the

parent company for United Air-

lines. UAL dropped another

$8% to £159 having fallen £12%
on Monday.
The experience of defence

and airline issues over the last

two days is an indicator that

the mood of the market is not
particularly constructive. The
fact that neither sector showed
any sign of bouncing back yes-

terday, even in the absence of

further negative news, was a
disappointment.
Among featured stocks yes-

terday was Georgia Gulf,
which plunged 36% to £45% at
midsession. The company said
that it bad made a preliminary
decision that a leveraged
recapitalisation would be the
best of several alternatives. It

has received a 350 a share bid
from Mr Harold Simmons, the
Dallas investor.

Avon Products added $1% to
$36% on hopes of a bidding
war. Robert M. Bass Group
said it held 54) per cent of the
common shares, while Char-
twell Associates holds 64 per
cent and said that it might
seek control
CML Group, a sportswear

and recreational goods manu-
facturer, jumped 34% to 320%
on news of a $23 a share take-

Transatlantic depression

crosses to the
TRANSATLANTIC influences,
including Wall Street’s over-
night drop and the defence
cuts which caused it, were
reflected in a number of conth
nental bourses yesterday,
writes Our Markets Staff.

FRANKFURT seemed in
accord with the James Cape!
report of six days ago, which
put a question mar» against
“Eastern Promise" and felt

that equities would find it diffi-

cult to make much progress
against a background of rising

Inflation and higher interest
rates.

With a pash from Wall
Street, the DAX index closed
the day 18.61 lower at L514.09,
after a 7.37 fall to 641.49 in the
FAZ. Volume was back to early
November levels, at DM&3bn
against DM4bn on Monday, but
this was partly due to feeble

investor interest before today's
holiday.
Among stocks that moved

against the trend, NIxdorf rose

DM8 to DM325 on bid hopes,
after the surprise resignation
of its chairman, Mr Klaus Luft
Siemens, which said yesterday
that it was still interested in

bidding for Nixdorf, eased
DM2.50 to DM591, but held its

place at the top of the most-ac-

tives list on what was
described as big foreign buy-
ing, principally channelled
through London.
Planned cuts in the US

defence budget hit Daimler,
which will become West Ger-
many's largest defence com-
pany after taking over Messer-
schmitt-Bfilkow-Blohm (MBB)
at the end of the year. Its

shares fell DM14 to DM642.
PARIS mirrored Monday

night's US losses with foils in

French defence stocks such as
Thomson-CSF and Matra.
Thomson dropped FFrllJK),

or 7.3 per cent, to FFr152.10
and Matra was off a lesser
FFr9.10 at FFr395.90, although
it is not known how successful
the US Defence Secretary will

GREEK SHARES rose,
although news of the agree-
ment to form an all-party
government came after the
close. The general Index
reached 474.83, its highest
level since the inconclusive
elections of November 5,
compared with a post-elec-
tion low of 443.20 last week.
Brokers were anticipating a
substantial rise today.

he with his planned cuts, nor
what the ultimate impact on
the French companies' sales
will be.
Another weak performance

came from chemical company
Rhdne-Poulenc, which feu
FFr105 to FFr1^895 after news
that It was raising $260m with
an equity issue to repay
short-term debt created
through recent acquisitions.

La Rochette, the paper com-
pany, fell back FFr7.30 to
FFr179 after jumping 10 per
cent on Monday on takeover
speculation.
Brokers said trading was

very quiet at about FFr2bn,
after FFr2.3bn on Monday. The
OMF 50 index shed 3.56 to
499.10 and the CAC 40 index
was off 929 at 1,825.21.

ZURICH drifted lower in
light trading, the Crddit Suisse
easing 2J5 to 603.6. Oerlikon
joined the defence losers with a
fall of SFr60 to SFrl,005.

MILAN saw gains by Fiat on
motor industry prospects; it

rose another L145 to L11,070.

There was a further delay for

Montedison in a special tax
provision, unpopular in Brus-
sels, which would enable it to

defer about L825bn in capital

gains taxes in connection with
the Enimont joint venture;
Montedison slipped LIB to
Ll.950. The Comit index rose
1.38 to 664.98 in moderately
active trading.

AMSTERDAM was pinning
its hopes on insurance compa-
nies to revive the market with

healthy third-quarter results
today. But while their shares
moved up, the CBS tendency
index fell 18 to 177.0, hurt by
Wall Street’s loss and a weaker
bond market, where long-term
yields have risen close to 8 per
cent.
Nationale Nederlanden was

up FI 1 at FI 6720 and Amev
gained 60 cents to FI 5680
before their figures. Aegon
reports next week.
BRUSSELS was hampered

again by interest rate fears,

closing mixed in light turn-
over. However, the chemicals
group, Solvay. showed more
life, gaining BFr475 to
BFrl4,375 after the manage-
ment forecast that the reorgan-
isation of its West German
business would boost profits.

The cash market index rose
43.06 to 684886.
COPENHAGEN edged to a

second consecutive record
high, in spite of some profit-

taking. The bourse index added
0.69 to 358.69.

STOCKHOLM resumed its

downward course in moderate
volume, as depression about
interest rates, inflation and the
Swedish current account grew.
The Affarsvarlden General
Index last 118, or 1 per cent, to

1,146.4.

Skanska Banken bucked the
trend, as its B shares added
SKrI20 to SKr475 following
Svenska’s SKr480-a-share bid
on Monday.
HELSINKI continued to

retreat in slightly more lively

trading. The Unitas all-share

Index lost 11.4, or 18 per cent,

to 6078.
Metsa-Serla, the forest indus-

try company, saw its restricted

A shares foil FM20 to FM29Q
after news of its agreed bid for

UK Paper of Britain.

OSLO declined again in thin

trading, with the all-share
index failing 4.97. or l per cent,

to 477.58. Shipping issues were
among the hardest hit, with
the sub-index oft 18.16 at 75285.

Japanese focus switches to land holdings
Michiyo Nakamoto on the increasingly popular Q-ratio method of evaluating shares

_ - L *1.. .V,

over bid from Mr Irwin Jacobs,
the Minneapolis investor, who
already has a 14.2 per cent
stake.

Texas Instruments fell 31%
to S28%. The company said late
on Monday that it would take a
pre-tax charge of around $55m
In the fourth quarter and cut
its workforce by around 1800
people.

Tucson Electric Power
dropped $1% to $18%. The util-

ity reported a third quarter
loss of $110.7m, prompting
speculation that it may be
forced to reduce or even elimi-

nate its dividend.
Pinnacle West Capital fell 31

to $5%. The company said that
non-performing loans at its

Merabank subsidiary had
grown to $1.08bn and added
that It would have to barrow at
least $74m by January 8 or face
possible default on its debt

Canada
LAIDLAVTS announcement of
a large offering of its class B
shares tipped Toronto lower in
light volume.
The composite index lost 138

to 3,933.7 on volume of 21m
shares. Advances outweighed
declines by 287 to 229.

Laidlaw Bs fell C$% to
C$25% on turnover of 2.57m
shares, while its A shares
eased C$% to C*25%.
Gold shares continued to

recover from early November
losses as the bullion price
passed the $400 level

A S TOKYO'S importance
as an information and
financial centre grows,

demand for office and residen-

tial space in and around the
city is expected to exceed sup-

ply at least until the year 2,000.

At the same time, as the Jap-

anese economy shifts away
from heavy industry towards a
leading role for the service sec-

tor, disused factory land near
the cities is becoming much
more valuable in accommodat-
ing the growing needs of the
information society.

Mr Keujl Kofaata, general
manager of investment
research at Nomura Securities,
says that when such signifi-

cant structural changes as
these take place in an econ-
omy, earnings become an
insufficient measure of a com-
pany's value.
Investors in Japan have for

some time been buying compa-
nies on the strength of their
land holdings. In industries
that face restructuring, and
where the core business is los-

ing its predominance as a
source of revenue - as in steel

and shipbuilding - the value
of the land they own can pro-
vide a convenient alternative

ASIA PACIFIC
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An undervalued stock?

to earnings In setting the
appropriate level of a share
price.

This ties in neatly with a
theory floated a few years ago
and now becoming increas-
ingly fashionable: that the real

market value, rather than the
book value, of land assets
should be used in evaluating
share prices.

This idea was used to
explain why Japanese share
prices were not really as over-
priced as they appeared, when

looked at In terms of their

price/earnings ratios - which
were much higher than those
in the US or in the UK.
The trick was to use a for-

mula, originally devised by an
American economist for
another purpose, to calculate

tiie share pnoe of a particular

company in relation to the real

market value of its net assets.

The Qratio formula, which
is the share price divided by
net asset value per share,

should in theory be at least

equal to, if not greater than L
Since the Q-ratio of Japanese
stocks, by and large, was much
lower than 1, seen in this light

Japanese share prices actually
looked cheap.
The underlying assumption

Is that this latent value is in
some way calculable. Mr
Kobata claims that it is, to
some extent Nomura Securi-

ties, among others, has calcu-
lated that the land assets erf

certain companies, if used as
rented office or residential
space, would raise earnings
several times.
Companies such as Ishikawa-

jima Harima Heavy Industries
and Tokyo Gas, which own
vast tracts along Tokyo’s

waterfront, have all seen a
surge of interest on the expec-
tation that they will develop

their strategically-located and
generally idle land into rented

space, which will -boost their

profits substantially over the

long term and form the basis of

a new revenue-generating trasi-

Even the most enthusiastic

proponents of the Q-ratio, how-

The trick was to use

a formula to

calculate the share
price of a company
in relation to the

real market value
of its net assets

ever, recognise that the net
asset value of a company is

difficult to determine. “The
Q-ratio itself is really only a
theoretical device,'’ says an
nffiHfli at a leading securities

firm.
Another problem is that,

once the Q-ratio has been cal-

culated, investors have to

decide how to set the .share

price against it If Mitsui Real

Estate's net asset value comes

to Y10.0CQ a share (more than

three times its stock market

valuation yesterday of Y3,i80>,

is Y10,000 an appropriate level

for the share price? At what

Level below Y10.000 would it he

considered undervalued?

None the less, there is grow-

ing confidence that the concept

will continue to win a larger

following. “The market is defi-

nitely moving in that direc-

tion,'’ claims Nomura s Mr
Kobata. Several companies

with land holdings have also

become the subject of takeover

rumours. ,
The entire scenario of an

asset-based boost to future

earnings would fall apart If

tend prices In Japan collapsed,

or even fell significantly. But

Mr Kobata is confident that

this will not happen, because

the very credibility of Japanese

corporations rests on their

land holdings.

"If Japan's land prices col-

lapsed." he concludes, “it

would have a disastrous effect

not only on the Japanese mar-
ket, but on markets all over

the world.”

Nikkei defies interest rate fear to top 36,000
Tokyo
STRONG DEMAND for equi-
ties overcame persistent inter-

est rate concerns to help the
Nikkei average close above the
36,000 level for the first tune,
unites Michiyo Nakamoto in
Tokyo.
Monday's correction seemed

to give equities renewed
energy and the Nikkei finished
at its intra-day high of
36,059.87. up 16689. The low
was 35,92084. Gains Led losses

by 489 to 411, while 316 issues
were unchanged.
Turnover improved to 804m

shares from 693m on Monday.
The Topix index of all listed

shares was hardly changed, ris-

ing only 082 to 2,717.65, while
the ISE/NDckei 50 index bn Lon-

INDIAN STOCKS were
supported by heavy buying
by state-run investment
trusts yesterday, the day
before the start of national
elections. Individual inves-
tors remained nervous after
several opinion polls predict-
ing the defeat of Prime Min-
ister Rajiv Gandhi's ruling
Congress Party.

don gained 2.77 to 286688.
Yesterday’s buoyant demand

came in spite of simmering
fears of an increase in Japan's
official discount rate. Although
the yen is still weak and inter-

est rates high, investors were
generally unwilling to sell

equities because they have
increasing amounts of cash.
Another fresh flow of special
trust hinds is expected to come
into the market today.
November is also thought to

be a propitious time to buy.
For the past 20 years, buying
in November and selling at the
end of January has provided
investors with favourable
returns as measured by market
indices, said one analyst.

Investors have recently been
doing the rounds of four
groups of shares - companies
with strong earnings', large-

capitalisation stocks that have
undergone a correction, shares
backed by property assets, and
resources companies. Interest
focuses on one or two of these
groups, sending prices to high
levels, and then switches to the
others.
Yesterday the focus was on

the first, with high-priced,
high-technology stocks widely
favoured. Fuji Photo Film
climbed Y90 to Y4.480, Sony

FT-ACTUARIES WORLD INDICES

Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co., and County NatWest/Wood
Mackenzie in conjunction with the Institute of Actuaries and the Faculty of Actuaries

NATIONAL AND
REGIONAL MARKETS MONDAY NOVEMBER 20 1889 FRIDAY NOVEMBER 17 1883 DOLLAR INDEX

us Day’s Pound Local Day's change Gross US Pound Local Year
Dollar CHange Sterling Currency % focal lv. Dollar Starling Currency 1989 1968 ago

per grouping
index % Index Index currency Yield Index Index Index High Low (approx)

Australia (35) — KE3E51 -0.1 139.70 125.08 + 0.1 5.33 146.97 138.88 124.93 180.41 126.28 144.65
Austria (IS) 145.46 + 0.5 138.34 138.86 + 0-2 1.75 144.71 136.74 138-62 172.22 92.84 98.82
Belgium (63) 14281 + 0.0 135.62 135.75 -0.2 4.08 142.66 134.81 135.98 144.49 125.58 132.67
Canada (122) 149.00 -0.4 141.70 126.34 -0.3 3-22 149.81 141.37 126.70

'

154.17 124.67 118.30
Denmark (36).... 225.23 + 1.1 214.19 218.64 + 0.9 1.44 222.68 210.41 216.77 225.23 165.35 150.46
Finland (26) 119.94 -0.5 114.06 107.43 -0.6 2.62 120.60 113.96 108.07 150.16 119.94 128.37
France (127) 133.27 + 0.2 126.74 130.60 -0.1 2.84 132.9S 125.66 130.69 139.94 112.57 109.81
West Germany (96) 99-35 + 0.6 94.48 94.83 + 0.3 2.20 98.73 93.29 94.57 103.84 79.56 87.85
Hong Kong (48) 119.30 + 0.6 113.45 119.67 + 0.6 4.76 118.62 112.09 118.98 140.33 86.41 106.99
Ireland (17) .. 159.24 + 1.3 151.44 155.55 + 1.1 2.65 157.24 14658 153^80 166.60 125.00 132.50
Italy (97j 69.33 + 1.4 84.95 90.14 + 1.1 2S3 88.09 83-24 09.14 06.73 74.37 84.60
Japan (455) 186.03 + 0.0 176.91 169-8® + 0.1 0.46 186.00 176.75 160.77 200.11 164.22 188.63
Malaysia (36) 19881 + 0.2 186.69 204.82 +0.3 2.59 196.95 leaie 204.13 209.22 143.35 138.41
Mexico (13) 287.89 -0.8 273.78 830.98 -0.6 0.62 289.69 273.73 838.17 328.61 153.32 176.77
Netheriand (43) — 136.04 +0.1 119.87 119.14 -0.2 4.46 125.87 118.94 119.41 131.72 110.63 108.60
New Zealand (18) 75.34 -Q2 71.65 67.83 -0.3 5-21 75.49 71,33 68.06 88.18 02.64 70.90
Norway (24) 170.84 +0.1 162.47 160.85 + 0.1 1.65 170.63 161.24 160.21 196.39 139.92 120-94
Singapore (26) 158.03 + 03 150.28 142.81 +0.3 2.07 157.53 148.86 142.32 170.62 124.57 117.94
South Africa (60)....--,—.. 165.64 +0.0 157.53 143.97 +0.0 3.94 165.70 156.57 144.01 169.21 115.35 118.19
Spain (43) — 15283 + 0.6 144.77 135.91 +0.8 3.85 151.29 142.98 134.84 109.75 143.14 152.41
Sweden (35) — 185.59 + 0.4 157.48 158.36 + 0.5 2.16 165.00 155.91 157.55 188.94 138.45 133.86
Switzerland (64)— 86-27 +0.3 62.04 67.28 + 0.2 2.17 88.00 81.27 87.07 94.16 67.81 76.37
United Kingdom (305) 13981 -2.2 132.39 132.39 -1.6 4.64 142.35 134.51 134.51 156.41 133.28 138.65
USA (548) 137.88 -0.6 131.12 137.88 -0-6 3.38 138.77 131.13 138.77 146.29 112.13 108.53

Europe (995)....,— 123.81 -0.6 117.74 118.27 124.55 117.69 118.84 132.95 112.63 114.85
Nordic (121) 166-77 +0.6 158.59 153.63 +0.6 1.85 165.76 156.63 152.98 178.38 137.96 127.95
Pacific Basin (6681 181-87 Ki<(iU 172.95 168.02 +0.1 0.73 181.82 171.81 165.91 194.72 160.44 183.62
Euro -Pacific (1663) 158.72 -0.2 160.94 146.92 -0.1 1.63 158.99 150.24 147.08 166.98 141 .56 155.96
North America (668).. 138.44 -0.6 131.66 137.16 -0.6 3.35 139.31 131.64 138.02 146.66 112.79 109.04
Europe Ex. UK (690) 113.33 + 0.5 107.77 109-52 + 0.3 2.82 112.74 106.53 109-21 118.51 96.30 99.58
Pacific Ex. Japan (213)... 131.86 +0.2 725.40 118.27 +02 4.S2 131.66 124.41 117.99 140.05 11T.93 122.55
World Ex. US (1858) 158.53 -0.2 150.78 148.43 -0.1 1.70 156.81 150.07 146.80 166.35 141.49 154.27
World EX. UK (2099) 151.20 -0.2 143.79 144.61 -0.2 2.01 151.43 143.09 144.85 156.04 138.98 136.57
World Ex. So. Af. (2344).. 150.01 -0.3 142.68 143.45 -0.3 992 150.51 14222 143.86 155-92 136.67 136.86
World Ex. Japan {1949)— 133.08 -0.8 126.56 129.89 -0.5 3.49 133.85 126.48 730.58 140.43 114.51 111.75

The World Index (2404)... 150.11 -0.3 142.75 143.45 -0.3 223 150.60 143.31 143.86 155.89 136.68 136.74

gained Y230 to Y8860 and Pio-
neer firmed Y170 to Y5870.
Asset-backed issues also

attracted Interest Mitsui Real
Estate was third on the actives
list with 2i.im shares traded
and rose Y80 to Y3JL80. Keisel
Electric Railways, which was
also supported by speculation
that a subsidiary would be
listed, was up Y60 at Y3.130.

The petroleum sector
enjoyed attention. Nippon Oil
advanced Y30 to Y1.660 and
Mitsubishi Oil rose Y10 to
Y1.770 amid expectations that
liberalisation of the industry
win entail a big restructuring.
Toyo Tire and Rubber rose

on rumours of speculative
activity amid growing expecta-
tions of a reorganisation of the
domestic tyre industry. It

topped the actives list with
248m shares and gained Y70 to

Y1870.
In Osaka, high-tech issues

supported a 169.64-point gain in
the OSE average to a record
3780L 19. Volume firmed only
slightly to 69m shares from

67m on Monday.
Taiyo Sanso, a leading indus-

trial gas producer, rose Y90 to

Y1870 on good sales of its

high-purity gas generator for
semiconductor purification,
favoured because it does not
use chlorafhiorocaibans.

Roundup
WALL STREET'S losses on
Monday unsettled Asia Pacific

markets, which drifted for
want of more positive stimuli.
AUSTRALIA ended slightly

lower, with the gold sector hit

by profit-taking as investors
grew nervous about the latest

jump in tiie bullion price. The
view seemed to be that the
sharp rise in the precious
metal was already contained in
the price of many gold shares.

The AH. Ordinaries index lost

68 to 1,6298 and the gold index
fefl 228 to 1,747.4.

Turnover was a more moder-
ate 106m shares worth A$179m
after Monday’s levels of 179m
and A$429m, although there

was more block trading in oil

stock Santos, up l cent at
A3384.

ICI Australia gained 8 cents

to A$&06 on its annual profits,

which were in line with expec-

tations. Newmont Australia, in

which Newmont Mining of the
US has sold a 26 per cent stake,

was off 7 cents at 93 cents. The
stake was sold at 87 cents.

HONG KONG was still domi-
nated by the property sector,

but this was not enough to pro-
duce a second gain. The Hang
Seng index eased 3.09 to
2817.19 as turnover drifted
slightly to HK$887m worth of
shares against HK$926m.
Property stocks are catching

up after felling behind over the
past few weeks, and the sector
has seen some encouraging
sales of medium and small
homes.
Cheung Kong lost 5 cents to

HK39.55 after Mr Li Kashing,
head of the group, was
reported as saying that he had
no plans for a restructuring of
his companies in the next year.

SINGAPORE made a second

modest gain on individual buy-

ing, the Straits Times indus-

trial index rising 4.08 to

1849.42. Volume was fairly low
at 41m shares worth S$S38m,
down slightly from Monday.
TAIWAN suffered from sell-

ing by investors impatient
about the market’s failure to

rally from five consecutive
losses. The weighted index fell

170.44 to 10,098.60 in active
trading.

SOUTH AFRICA
A SURGE by the bullion price
above $400 an ounce raised
demand for Johannesburg gold
shares yesterday. Other min-
ing and mining financial
Issues followed golds higher.
1316 JSE Gold index closed at a
preliminary 2,056, up 79 or 4
per cent, posing the overall
index to a record high of 2859,
up 4L Ofeil added R8JS0 to
R112 and Vaal Reefs gained
R15 to R414.

Copyright, The Financial Times Limited. Goldman. Sachs & Co., and County NatWest Securities Limited. 1987
Latest prices were unavailable tor this edition. South African prices were not fully updated November 20.

New issue
AHthese securities having been sold, this announcement appears as a matter ofrecordonly.

November, J989

<9ss
JAPAN STORAGE BATTERY CO. f LTD.

(Incorporated with limited liability under the Commercial Code ofJapan)

U.S. $100,000,000

3% PER CENT. GUARANTEED NOTES DUE 1993 WITH WARRANTS
TO SUBSCRIBE FOR SHARES OFCOMMON STOCK OF JAPAN STORAGE BATTERY CO. , LTD.

unconditionally guaranteed as to payment ofprincipal and interest by

The Mitsubishi Bank, Limited

ISSUE PRICE 100 PER CENT.

TheNikko Securities Co., (Europe) Ltd.

Mitsubishi Finance International pic

Mitsubishi Trust International Limited

Yamaichi International (Europe) Limited

Barclays de Zoete Wedd Limited

Deutsche Bank Capital Markets Limited

XBJ International Limited

Merrill Lynch International Limited

NewJapan Securities Europe Limited

J. Henry Schroder Wag;& Co. Limited

Tokyo Securities Co. (Europe) Ltd.

S.G. Warburg Securities

Tokai International Limited

Bank ofTokyo Capital Markets Group
Baring Brothers & Co., Limited

Robert Fleming & Co. Limited

Kleinwort Benson Limited

Morgan Stanley International

Ryoko Securities International Limited

Soci&e G£n€rale
UBS Phillips & Drew Securities Limited
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SURVEY
As the larger banks,

impelled by 1992,

organise mergers
and forge external

alliances, next year’s

removal of the last curbs on capital
movements causes some anxiety.

And yet, observes John Wyles, theJ wwwwt.ww wyre
industry is already operating
fraar mn Ihnn

j iq anonuy II

freer regime than ever before.

in a

in control
IN CRAB-like fashion, with
frequent promptings from a
treasury minister who was
once the central bank governor
and a central bank governor
who was once his a dose col-
league, Italian banking and
finance is moving towards the
modem world.
Driven by the exigencies of

Europe 1892, the nation's politi-

cians and businessmen are
seeking the formulae which
win enable Italy to avoid the
status of a financial backwater
in thn Tiprt riwaifa.

Progress is characterlsticany
uneven, and conditioned by the
ever-complicated requirements
of party interests and political

consensus. These weigh most
heavily in the parliament,
which is trying to agree broad-
ly-based reforms of banking,
stock-market operations and
financial intermediaries, . as
well as antitrust legislation.

Some of these legislative
goals now look achieveable
within the next few
thanks to the window of oppor-
tunity offered by the present
five-party coaBtion led by Mr
Glullo Andreottl, which has so
far found more internal har-
mony than any of its predeces-
sors aver the last five years.

But the bankers’ are not just
waiting on the politicians.
Anxious to bum up domestic

strength and international
reach, larger banks are organ-
ising diwn«>«H<»

. mergers at an
unprecedented rate and forging
International -alliances, espe-
cially k merchant hawking
- When the politicians show
signs of forgetting the priori-

ties, they are called to order by
two men who are the most sub-
tle of ringmasters: Senator
Guido Carfi, governor of the
Bank of Italy from 1980-75, and
since.last July, Treasury Minis-
ter; and Mr Carlo Azeglio
Ciampi, the Governor of the
last 10 years. After an uncer-
tain h»pwwing,

thgjr improv-
ing partnership bodes weu not
only for the conduct of Italian
economic policy over the next
year, but also for achieving
some of the necessary
tinrw of tho imtirni'a Knnl
wnrl fhumrial wwriwfa

THE ITALIAN ECONOMY
{

1885 1888 1987 1888 1989*

OOP
Nominal GOP (Sbn)
Growth In:

427.2 6Q5JZ 758.1 833J3 9334

GDP real 2.9 2.0 3.1 3.9 3.2

Primary sector 1J2 1.6 05 1.5

Secondary sector
!

2A 2.7 3.7 5.3

Tertiary sector 3J> 2-9 3.1 3.2

Private consumption 3.0 3j5 4.3 4.0 3.2

Public consumption 33 3.1 3.4 2.0 2.0

Gross fixed investment 2L5 1.4 5.4 S.0 S.9

mflahon
gop deflator 88 7.5 5.7 4.9 &5
CPI 9.2 5.9 4.7 42 ea

UNEMPLOYMENT RATE 10.3 11.8 12.0 12.1 12.0

BUDGET DEFICIT (friUon Hr*) 117.0 11S.0 120.0 117.0 134.0

Defldt/GOP (115) (12-1) (11.6) (11.5) (11.4)

TRADE BALANCE (Sm) (12,091) (SL534) (8.583) (8.800) (13.700)

MONEY SUPPLY
Monetary base 178 7.1 10.1 0.7

Ml 10.4 10.7 7.4 7.6 6A
M2 11.0 BA 8.3 S3 8.0

INTEREST RATES
Discount rate 15.0 12.0 12.0 12L5 13J
5-year government bond 117 11.3 10.6 10.7 11.8

CURRENT A/C BALANCE (Sm) (3^40) (2*12) (1.078) (8300) (10,000)

Sourom: Ptlmgarm (San Paulo Group)

Subtle ringmasters... Mr Carlo Azeglio Ciampi, Governor of the Bank of Italy for the last

10 years (top); and Senator Guido Card, the previous governor, and, since last July, Treasury
minister (Pictures: Terry Kirk). Their partnership bode* well for economic policy, and for the

achievement of some of ttm necessary adaportions to the notion’s banking and financial

markets. Mr Oampl’s 10 years are the subject of an article on page 8 of this survey.

ALSO IN THIS SURVEY
The economy; lbs stock martlet 2 Fonrtga banks; Savings banks 8
TH-. mu aim* a Bank mergers; Profile: Cesar* Garonzl 7
A watershed year; UnA trusts 4 Banting In *» South 8
Merchant banting; Ratal banking S (Editorial production: Martin Davies)

Italian Banking
Finance & Investment

Though the two men do not
always see eye to eye - they
have had vastly different
views, for example, over
whether industrial «wnprnip«
should be allowed to control
banks - they are both torch-
bearers for that austere, highly
proftmlniMl Rank erf Italy cul-
ture, which longs to cure the
worst excesses of Italy’s eco-
nomic system by planting
inside it much mare gffini«mfc

market mar»haninn«-

Profoundly experienced in

Italian politics, both men know
the importance of fixing dear
objectives and the necessity of
making rnrnpmmliiBit along the
way. Carli's aims, since he
wmia into nffiwi m Jn!y tliia

year, have been dominated by
a desire to produce convincing
evidence that Italy will reduce
its public-sector deficits, to
argue the case for extensive
privatisation erf public hwinaHy
and banks, and to breach the
parliamentary logjam which
miH been hniding up anti-trust

legislation and badly needed
reforms of banking and securi-
ties markets.

Clampi's priorities are' much
the same, while cm the external
front both men are determined
that Italy should play a leading
role in defining the path
towards economic and mone-
tary nwinw jn the Community.
A pre-requisite for such a role
wiu be the removal of Italy's

residual restrictions on capital

movements next year, in line

with the EC’s July 1 deadline,

and acceptance of a 2.5 per
cent margin of fluctuation for

the lira In the European Mone-
tary System, matefld of the 6
per cent it has been allowed for
the past decade.

Capital liberalisation could
well cause a measure of pain,
not because of any lmm&wni
flight of funds but because of
EC member governments’
expected fofiure to agree on a
harmonisation of their taxes
bn capital gains. Rome is
increasingly worried about the
fact that, to be competitive in
attracting capital, it may be
forced either to move towards
still higher interest rates or to
reduce (or remove altogether)
its 80 per cent tax cm bank
interest payments.
Neither option is comfort-

able. The letter could rob the
Treasury of Ll2,000bn, when
reducing the budget deficit is

the overriding priority; while
the former could hurt an
industrial performance which
has been the motive power
behind growth rates averaging
3 per cent a year since 1985l
Next year’s appointment

with capital liberalisation is

also causing some anxiety
inside the Italian banking
industry. Mr Piero Barucd,
president of the Italian Bank-
ers’ Association (ABD, con-
fessed in June that he and his
brothers in banking were
openly afraid of the new,
potentially very competitive,
market ahead.
Many would say that tWa

fear is well placed, given the
fragmented nature of Italian

banking, its limited interna-
tional presence, high cost-base,

patchy, frequently politicised

management, and overstaffing.
Nonetheless, it has to be
pointed out that Italian bank-
ing as a whole is already oper-

ating in a far more open
regime than it has eve: known
before, and that it is not yet

having much difficulty In turn-

ings profit
Net income last year reached

a record L5£6Sbn, 27 per cent
higher than the mediocre 1987,

but 12 per cent up on 1986.

Operating costs fell from 3.11

to 3.03 per cent of total

resources, and staff costs from
£23 to 2.18 per cent The pom-
performance in 1987 depressed
growth In the banks* own
funds to 8J per cent, from 38
per cent for 1985-87. Allied to

accelerated lending, this
caused risk-weighted capital

adequacy to decline for the
first time in more than five
years.
To comply with the capital

ratios set by the Group of Ten
countries in July 1888, some 33
Italian banks would have
needed at the end of last year
to raise coBecfively L3£00bn -

a capital shortfall which was
L800bn higher than the year
before, but involving 10 fewer

instituteuner-capitalised institutions.

Messrs Ciampi and Carli
want to encourage bank merg-
ers and to boost the capital
strength and competitlvity of
ftailan hanking by securing the
passage of the so-called
“Amato law” (after its sponsor,
Mr Gluhano Amato, who was
Mr Carli’s immediate predeces-
sor at the Treasury). By
encouraging hanks to trans-
form themselves into joint
stock companies, this would
Create a mwimnm legal basis

for banking activities, and also
permit the structuring of
investment and parabanking
activities under a “polyfunc-
tional" holding company.
Mr Ciampi believes that this

legislation will streamline the
banks’ operating procedures
and, perhaps most Important of
all, establish much clearer

powers and lines of responsibil-
ity for their managements and
governing boards. It would
also, of course, facilitate their

recourse to equity markets for

fresh capital

Not surprisingly, this raises

the vexed question of privatisa-

tion. The original Amato draft

established a floor for state

sbareboirtiugs In public banks
of 51 per cent, while allowing

for politically-approved deroga-

tions. However, influential sec-

tions of the Christian Demo-
cratic party - worried both
about losing political patron-

age over banking nominations
and also their powers to influ-

ence loan policies - are fight-

ing hard to block any possible

waiving of the 51 per cent rule.

The extent to which indus-
trial groups will be free to
acquire bank equity will

remain unclear until the anti-

trust legislation is passed.
Until recently, the prevailing
compromise would limit any
single participation to 20 per
cent of a bank’s equity, with
Bank of Italy approval required
for an initial holding of 10 per
cent and for every 2 per cent
thereafter. However, Governor
Ciampi has many supporters in

the parliament who would
wish to be even more restric-

tive on this issue, and a further
tightening in the final legisla-

tion cannot be ruled out
The shortcomings in man-

agement control, apparently
thrown up in the recent scan-
dal involving S3bn of unauthor-
ised loans to Iraq by Banca
Nazionale di Lavoro’s Atlanta
branch, were predictably
seized upon by supporters erf

privatisation. They argue that

the present system of party
political lottizozione (sharing
out) of banking jobs offers no
proper guarantee of manage-
ment quality.
This affair has not only

severely bruised the image
abroad of Italian banking, it

also raised questions about the
quality of the Bank of Italy’s

own supervisory arrangements
which Governor Ciampi has
swiftly tried to answer. He
asserted in a recent speech
that the primary supervisory
responsibility over BNL
Atlanta rested with the Ameri-
can banking authorities, and
revealed that the Bank of Italy
had instructed Italian hanks to

tighten controls over foreign
affiliates, and to review their

reporting procedures, account-

ing checks and management
appointments.
Some Italian bankers have

minimised the Atlanta affair

with the view that it could
have happened to any Euro-
pean bank. Such complacency
about Its shortcomings has
been the fume of Italian bank-
ing in the past, and should be
severely punished in the much
more internationally competi-
tive future.

Ayer

! IN BANKING CLASS
Milan is the financial, industrial and commercial heart of Italy. And Cariplo is the heart ofMilan. For any banking

transaction with Italy, contact Cariplo which can meet all your financial needspromptly. Cariplo, with its headr-office in

Milan, is at your complete disposal with 450 brandies in Iteuy and foreign brandies m London, New York, Grand

andHongKongas wellaswith
subsidiary bank: Compagnie h Banque (CJ.B.), Paris, and with more

6, Lombard Street - London, EC3V9AA - Tel: 1-2833166- Tba 887641 CARIPl G

tative offices in Beijing, Brussels, Frankfurt, Madrid, Paris and Seoul, a

than 1,800 correspondent hanks.

CASSA DI RIStftRMIO DELLE PROVINCE LOMBARDE

I#know how.
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THE ECONOMY

is the challenge
IT WAS not all that long ago
that any discussion on the Ital-

ian economy with a qualified

expert seemed to turn into a

painful hand-wringing session,

in which the list of woes was

not only long, but also seem-
ingly insurmountable.

These days, the topic can be
addressed with almost unprec-

edented brevity, and the con-

versation can quickly move on
to the numerous strengths

which have become so much
more apparent
With its very healthy indus-

trial sector and aggressive
small and medium-sized busi-

nesses across a broad range,

the country is well placed to

continue exploiting the oppor-

tunities offered by the still-

promising outlook for the
global economy. Having
enjoyed an average growth
rate of 3 per cent a year since

1983 - 0.5 per cent above the

European average - Italy can
still look forward to a better

than average performance next

year, when the Government
experts output to increase by
3.4 pcs: cent

But, notwithstanding the
continued dynamism of indus-

trial investment in new plant

and machinery - 8.6 per cent

higher in the first half of the

year - there are a number of

difficulties which the Govern-
ment and its partner in eco-

nomic management, the Bank
of Italy, have to wrestle with in

the coming months, if the foun-

dations are to be laid for con-
tinued growth and prosperity

into the 1990s.

Pride of place is occupied by
the Government's budget defi-

cit and the accumulated bur-

den of national debt. Unusu-
ally, there is rather more
optimism around in Rome on
this problem than there has
been for many years - despite

the fact that this year’s gap
between revenues and expendi-

tures will have missed the
L117,000bn target set late last

autumn by as much as
L13,000bn.

Confidence that the economy
as a whole should continue to
offer a comfortable framework
of growth, within which to
tackle the problem, partly
explains why spirits are higher
in both the Italian cabinet and
the Bank of Italy. More impor-
tant, however, has been the
apparent determination of the
present government’s team of
economic ministers, led from
the Treasury by the Illustrious

former governor of the central

bank, Mr Guido Carli, to nar-

row the deficit by squeezing
substantially more revenues

out of the economy-
The Government's 1990 bud-

get proposal aims at a deficit of

L133,000bn, or 10.4 per cent of

GDP, in a manoeuvre which
will raise an extra L15,00Qbn of

revenues and cut L5,000bn
from government spending.

This is the largest single attack

on the deficit ever mounted;

and, while still lacking credible

constraints on health and pen-

sions expenditure, it appears
even to have put heart into Mr
Carlo Azeglio Ciampi. the Gov-
ernor of the Bank of Italy.

For nearly 10 ten years, he
has been trying to call the poli-

ticians to order on the deficit;

and for most of that time he
has found little to praise in

Interest rates are to be
avoided.
The other beneficial effect of

the budget should be to cool

the level of consumer demand,
which has done much boost
imports and worsen the bal-

ance of payments on current
account Demand for consumer
goods rose by 12.2 per cent in

the first half of this year; and
this had an impact on the trade

deficit, which leaped from
L8,453bn in the first half of last

year to L14,167bn In the first

six months of 1959 - a deficit

that was LWOQbn higher than
for all of 1988.

Italian exporters have sub-
stantially raised their share of
world markets this year, with a
9.5 per cent volume growth in
exports in the first six months,
but this was not sufficient to
compensate for a 12 per cent

JOHN WYLES on the new confidence — and
3he immediate and long-term problems

lame deficit reduction policies,

which have served only to
push up accumulated debt to

slightly more than 97 per cent
of GDP. When Mr Ciampi
acknowledges that a budget
proposal is a “point of depar-
ture”, as he has done with this

one, then it means he likes it
Assuming that the parlia-

ment does not put the
L133,000bn deficit target
beyond reach with emasculat-
ing amendments, the budget
could have two important con-
sequences.

First it gives credibility to
this government’s apparent
determination to sustain the
commitment ha^oH nn from
its predecessor, to turn the
so-called primary deficit (the
balance between revenues and
expenditures, excluding inter-

est payments) into a surplus by
1992. This, in turn, should help
to reassure domestic and for-

eign investors during the com-
ing 12 months, when fully 40
per cent of outstanding debt
has to be refinanced and when
the Government is committed
to removing all constraints on
capital movements by July L.

At the same time, it plans to
put the lira into the narrows'
2A per cent fluctuation band,
from the 6 per cent margin of
fluctuation which the Italian
currency has enjoyed since the
European Monetary System
was founded. These changes
will require a stable invest-
ment climate if yet higher

rise in imports. As a result, the
current account deficit will be
around L3 per cent of GDP this
year compared to 0.6 per cent
in the previous 12 months.
The solidity of Italy's current

account deficits for most of
this decade is beginning to
worry Governor Ciampi, who
warned recently that a perma-
nent imbalance on current
account meant rising overseas
indebtedness, with the result
that interest costs on foreign
debt will reach a record
L12,000bn this year.

But this trend has done
nothing to damage thn lira’s

exchange rate which, helped
by substantially increased cap-
ital inflows - hminding a very
large rise in private borrowing
abroad (totalling L18,i00bn in
the first nine months, amt-
pared with L10,996bn in the
whole of 1988) ~ has risen by 3
per cent against all currencies,
and by 8.4 per cent against EC
currencies.
Judging that Italian export-

ers could live with this appreci-
ation, the Bank of Italy has
chosen to let the lira
strengthen so as to maintain a
downward pressure on prices.

Mr Ciampi said recently that
this had contained the rise in
consumer prices by around 1
percentage point, and warned
that further efforts were
needed to combat a recovery in
inflation “which has not yet
been decisively subdued".
In the central bank’s judge-

ment, rising prices have been
due to Increases in world
prices for raw materials, the
daciinft of the dollar

, increases
in public charges and domestic
demand pressures. The rate of
Increase appears to have
peaked at 7 per cent in June,
but the Governments forecast
of an inflation average of <L5

per cent next year is generally
regarded as over-optimistic.

This is partly because addi-
tional pressures on prices ;

could come from the round of
key private-sector pay negotia-
tion due next year, and partly

because of growing labour
l

market pressures.
The official unemployment*

rate of 12 per cent is broadly
unchanged from last year, ami
misleading in several respects.
It "trairw the (Set that unan-

\

ployment in the north has
1

fallen from 6.7 per cent to 5A
per cent over the past 12
mowtha

,
and tfort there is virtu-

ally fall employment (the offi-

cial jobless rate is aa per cent) ,

among the mate population in i

thia centre of Italian industry. !

By contrast, employment levels

are iwntinirit^g tO fall in tha 1

south, where the unemploy-
ment rate has risen from 20.2 .

per emit to 2L3 per emit
Of all the challenges facing

,

Ital ian Ptatiftmln pnHriaa in the :

1990s, the most daunting is the :

need to launch a new phase of
wrainmic development in the
Memogtomo (the south). The
readiness to move, which char-
acterised the great labour
migrations to the north of Italy

and Europe of the late 1950s
and 1960s, no longer exists,
partly because welfare assis-
tance is so much more ade-
naate. In Slcilv. Sardinia. Cala-
bria, Basilicata and parts of
Campania, much more indus-
trial investment is needed to
owalr up rmomplnym<mt awl to
provide foe basis for sustained
growth.
Some economists believe

that labour shortages in the
north will generate a spontane-
ous movement of investment
to the south, but this is not yet
apparent H Italy could launch
foe Meszogtorno on a promis-
ing growth track, its economy
could begin to rival West Ger-
many's in strength. But it is

equally possible that the Euro-
pean CotmiKiiiiiiy’8 open inter-

nal market will serve only to
widen the gap and maintain
the Uezzoghmu as a perma-
nent burden on the national
economy.

TO OUTSIDERS, who are
certainly not the people who
determine the movements of
many of its listed shares, the
Italian stock exchange is as
anomalous and out of date as
would be a steam-driven limou-

sine.

It performs very few of a
stock market’s functions effi-

ciently, and in many respects

is a brake on the development
of corporate Italy.

These criticisms are hardly
new - foe sins of insider trad-

ing are well known. The nov-
elty lies in the fact that legisla-

tive developments at a
European level, allied to a
growing awareness of the risks

of leaving the bourse unre-
formed, are pushing Italian

lawmakers inexorably in the
direction of remedial action.

Until foe market began to

slide in the spring of 1387, and
then fell to its knees in the
aftermath of the general crash
in October of that year, it was
stlU possible for many politi-

cians, regulators and operators
to believe that, for all its

behavioural weaknesses, the
market was best left atone, ft

had risen by 225 per cent per
cent since 1984; the mutual
fund industry had achieved lift

off; and delivered into equities

the savings of millions of small
investors: and leading Italian

groups had been successfully
recapitalising themselves.
But by foe end of 1987, the

froth had been blown away.
The market had fallen by 32
per cent in 12 months, and
both private and foreign inves-

tors were losing interest This
can best be seen in the fact

that net withdrawals from the
mutual funds have steadily

mounted to more than
L7,000hn since early 1988, so
that their net assets have
fallen from a peak of L7l,427bn
in mid 1987 to L50bn at the end
of September. Against this
background, the market has
not been able to match the
recovery from October 1987
lows achieved by Wall Street,

London, Paris and Tokyo.
The reasons for this relative

stagnation go beyond the dis-

enchantment of investors, who
had once aimeared to believe

that buying stocks in Italy was
the surest path to capital
gains. They were recently set

out by two of Italy's leading
economists, Franco Modigliani,

the Nobel Prize winner, and
Eniim Perretti, in a very tong
article published by U Sole 24
Ore.
The two men argued that

deficient politicians, on the one
hand, a«d the handful of pow-
erful industrial and financial

groups who dominate the
exchange both in capitalisation

and trading, on the other, had

THE STOCK MARKET

A game in need of rules
FT-A World Indices
in $ terms

JUn* mavto by«w UtOattran.tata* C*, Md Came WW» Mariwuto h wmpndton w* if» of

iwmIr the market a dangerous
place for the ordinary investor.

In the absence of any proper
legislative framework, the
intariocking alliances through
which the powerful groups
manage to control so many
companies was leaving the
minority shareholder at an
immense disadvantage.
The private game, in which

these groups frequently reshuf-

fle shareholdings and control

in trannacticHiH completed out-

side the market, means that
the minority shareholder usu-
ally does not share in premium
prices paid when control of a
company passes from one
owner, or group of owners, to

another. The result is that a
minority Investment too fre-

quently carries no upside bene-
fit. but substantial downside
risk through the loss of capital

value.
Modigliani and Perretti

argued that, since October
1967, foe private sector,' both
big and small, had been finding
it much more dtfflcnit to raise
rinlr rupftal, awlmW Iwrrpwfl.

ingly resort to overseas mar-
kets, which were more
dynamic and more liquid and
would carry many private
investors in their wake. In fact,

the first migration has begun,
to the extent that companies
owned by Italy’s corporate
Titans - Agnelli, De Bene-
detti, Gardini and Pirelli -
have been listed on foreign
markets.
The significance of this can-

not be exaggerated in demon-
strating that these politically

influential and economically
powerful Barons are prepared

to play by rales elsewhere
which require more transpar-

ency, investor-protection and
straight dealing. In the mean-
time, some of them have also

demonstrated that they will

continue to play the game the
Italian way — which is often

contemptuous of minorities'
interests - in foe absence of a
legislative framework.
But this now cannot be too

long delayed if the Milan
bourse is not to drift out to the

most eccentric, and irrelevant.

International margins. And, as

so often in Italy's case, the call

to order is bellowing down
from Brussels. The EC Council
of Ministers recently approved
a directive fra* curbing insider

trading, and Is still considering

one for regulating public take-

overs.
Both are the subjects of draft

legislation which the Italian
ppi-tianwrit has been consider-

ing for some time, along with
other legislative proposals gov-

erning financial intermediaries

and closed investment funds.

All are directed at filling legis-

lative gaps that would other-

wise have to be closed purely

by implying EC directives. This
legislative parallelism, in fact,

is creating confusion and delay
in Rome, where the final out-

comes may ultimately wait
upon decisions in Brussels.

In the meantime, there are
principles to be settled at a
national level One Is whether
all share transactions must be
channeled through the bourse,

a requirement winch has effec-

tively been written into the
legislation on financial inter-

mediaries during its parliamen-

tary journey through amend-
ments severely circumscribing

trades outside the exchange.
Mr Guido Carli, the Treasury

Minister, called this month for

a rethink, on the grounds that

such an approach would put
Italy firmly out of step with

the rest of Europe.
Instead, Mr Carli favours -

together with the stock
exchange regulatory authority,

the Consob — the construction

of a market, with the help of

computerised trading, whose
efficiency and transparency
would make it the natural cen-

tre for trading.

Italy's legislation on insider

trading has suffered long
delays in arguments over the

role of the Consob in investiga-

ting and punishing insider

traders. However, it now
appears likely that an agree-

ment will be found that will

give the Consob atone (instead

of jointly with the Guardii di

Finanza, Italy’s tax police)

responsibility for investigating

susoected insider trading. In
cases where there are reason-
able grounds of suspecting an
offence the magistrates would
then be called on to act
From the most recent indica-

tions, it now seems possible
that the insider trading law
could roach the statute book
within the next six months;
but those relating to financial
intermediaries and public
offers will certainly take lon-

ger. In the meantime, perhaps
one should not expect many
signs of bullishness from the
Italian bourse.

John Wylea

Sanpaolo: the most international Italian bank

stems i

Today Sanpaolo moans all this.

And also:

an TO& Interest in Hambros PLC: a cross-participation agreementwith Salomon Brothers;

core-shareholding in Comps9iie Rnancfere de Suez; a 1% Interest In Credit Commercial

de France; a 6% holding in Banque Internationale Arabe de Tunbie; membership In the

Inter-Alpha Group; invotvement in important initiatives In the national and international

financial markets;

a wide range erf companies specialized in financial services for domestic end foreign

customers In a variety oJ sectors: distribution of financial products, merchant banking,

leasing, factoring, unit trusts, Investment promotion and trust companies, data bank, etc.

Head Office: Piazza San Carlo 156 - Turin (Italy).

FIERA
MILANO

A FAIR
PROJECTED
INTO THE FUTURE
Ente Autonomo
Fiera Internationale di Milano
Largo Domodossola, 1

20145 MILANO
Tel. 02 - 49971
Telex 331360 / 332221 EAFM I

Telefax 02 - 4997375

Calendar of Events,

second half of 1990

July Milano Cotieadoni Uomo
Fashion

July Mitenovendemoda Uomo
Fashion

15 - 17 July Mias Estivo ’90 pav. SUD
Infl Market of Sports Articles and Camping Equipment

6-10 September SIM HI-FI Ives *90

Infl Hi-Fi. Video, Consumer Electronics Show

7-10 September Mlearn *90

Infl Footwear Exhibition

7-10 September Bijoux
Costume Jewellery Exhibition

7-10 September Macef Autumn *90

Infl Household Articles. Gift Articles, Silverware and Goldsmith
Products

19 - 25 October IT- Banu
Biennial Machine Tools Exhibition

20-22 October 19" Interaan
Infl Orthopaedic and Sanitary Articles Exhibition

21 - 28 October 57° Mifed
~

Indian Summer Cinema and Television International Multimedia
Market

November La mia Casa
Household Furnishings and Technology

November Milano Finanza
Finance

9-13 November Expo Commercio '90

Infl Merchandising Equipment Exhibition

9-13 November Expo Turismo ’90
Infl Equipment for Tourism Exhibition

9-13 November Sire '90

Italian Catering Exhibition

9-13 November Mida
Italian Exhibition of Automatic Distribution

9-13 November
19 - 24 September
131

- Salone Intemaztonale del MoMe - Furniture

33 Salone del MobBe cti Mlano - Furniture

19 - 24 September Eunrfuce
Infl Lighting Exhibition

19 - 24 September Salone del Complemento cTAiredo

Furniture Accessories

2-4 October Moda In pav. SUD
Fabrics & Accessories

4- 7 October 18° Expo Dental *90-5° Expotecnodental

Equipment and Material for Dentistry and Damal Techniques

4-8 October 27° Smau *90

Int’f Office Furniture and Equipment Exhibition

5-9 October Milanovendemoda Studio

Fashion

5-9 October SposaHaHa
Fashion

5-9 October Milanovendemoda Dorma Kalla

Fashion

5-9 October Modi!

fnt'l presentation of Women's Collections

5 - 9 October Contemporary
, „ n ,

Presentation of Avant-Garde International Fashion Collections

17° Salone bitemazlonate del gelato e dale pasMecerfa
Ice-cream and Confectionery

9-13 November EBE
European Drinks Exhibition

9-13 November Sipral
Food Products Exhibition

9 - 13 November FRANCHISING '90
Franchising and Innovative Solutions in the Service Industry

9-13 November Expo Vk»
™ ~

Products, Equipment and Services for High Quality Catering

11 - 13 November Borsa degH Stocks

November Tecnoroti
" ~

Materials and Technologies for Industrial Curtains

23 - 26-November Teknautic
* ~

Nautical Products, Services and Equipment

24 - 28 November Steurezza ’90
Infl Security Electronic Devices and Alarms Exhibition

27 November - 1 December Bias ’90
Infl Automation. Instrumentation and Microelectronics
Exhibition

*

7-11 October Milano Coflezioni

Presentation of Spring-Summer '91 Collections

11 - 15 October 1BTS pavTsUD

Broadcasting and Telecommunications Show

ig - 22 October 58" MipeJ

Infl Exhibition of the Italian Leathergoods Market

27 November - 1 December 10“ Rich e Mac ’So
InfI Chemistry Exhibition and Mac 1990

27 November - 1 December Mosan '90
National Sanitary Exhibition

4-6 December Esma
Infl Knitwear Exhibition
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THE BNL AFFAIR: the decade ends with a unique scandal. FT writers consider the causes, the personalities and the implications

A lesson for all
reporting them to the bank orTHE ITALIANS have been

unlucky -this decade when it

conies to hawking granrialg

The l£80s opened with the
Banco Ambrosiano affair,
which featured the mysterious
London death of Roberto Calvl,

some $1.3bn of mfcgfrtg hank
loans that turned out to have
gone to ten overseas dummy
companies that were controlled
by the Vatican bank, and a
motley cast of characters that
unfortunately brought out the
worst in Ffaliaw iwtrlgiw
The decade is now dosing

with the Banca. Nationals (tel

Lavoro (BNL) affair
, a

that Is different from the
Ambrosiano story; instead of
mysterious .Vatican tt
concerns a mysterious 53ba of
unauthorised loan commit-
ments to Iraq by ti» bank’s
branch in Atlanta, Georgia.
The only things tha Ambro-

siano and BNL scandals have
in common Is that both have
attracted international atten-
tion and both are subjects
which Italians do not like to
talk about because they reflect
poorly on the country’s image.

Indeed, this was one of the
arguments used by Ur Guido
Carii, the Treasury minister
who last month -opposed the
idea of a parliamentary inquiry
into the BNL affair. Mr Carii,
whose Treasury is majority
shareholder of BNL, has been
quite vocal about attacking the
bank’s former management
and quite reticent about the
darker sides erf the scandal, but
he is not the only one.
The BNL affair needs, how-

ever, to be considered sepa-
rately in two different con-
tests: in terms of what impact
it may have on Italian banking;
second in international politi-

co-military tanrm.

The latter is necessary
because as much as $lbn of the
BNL Iraqi loans are believed
by western Intelligence circles
to have been used for the pro-
curement of a wide range of
technologies and equipment
that are apparently civilian,
but have actually been used by
Baghdad for military projects,
including the Condor 2 ballistic

ndsaPe project
The scandal developed after

the Federal Reserve contacted
the Rank of Italy on August 4
to say the FBI had discovered
that Mr Chris Drogoul, BNL’s
Atlanta manager, had engi-
neered 2,500 separate letters of
credit and direct !»«"« to the
central bank of Iraq without

to any US authorities.

Ur Drogoul and nine other
Atlanta staff members were to
be sacked by BNL, but the
scandal would soon prove to be
more than just a case of a few
rogue employees.
On the hanking side, there

can be no greater embarrass-
ment than for Italy’s biggest
state-owned bank to admit that
its internal auditing controls
were so inadequate - some
would say non-existent - that

Rome headquarters knew noth-
ing at all about the making of
$3bn of loan commitments and
the payment of $1.85bn on
loans and letters of credit over
a 17-month period (February
1988 to July 1388) by BNL’s
branch in Atlanta.
AH of the loans were off the

books, and the commissions
were dramatically low - gen-
erally 0.25 per cent, against a
normal commission, of 10 to 15
per cent on such high-risk
lending

Mr Carii told parliament
recently that there were
“traces” in the bank’s official

accounts that should not have
escaped internal controls.
Investigators into the BNL
affair believe a middle-level
executive in Rome did know
what was going on, but no
name has been revealed and
the bank denies it.

Mr Nerio Nesi, chairman of
BNL. and Mr Giacomo Pedde,
director-general, were forced
out of office early in September
over the scandal. Both said
they knew nothing of the
Atlanta loans. Their replace-
ments - Mr Giamplero Can-
toni and Mr Paolo Savona -
have so far remained inscruta-
bly silent about the scandal
they inherited.

In fiwmrid terms, the BNL
affair has created a dwlleate sit-

uation for the following rea-
sons:

Baghdad has been demand-
ing that BNL hand over more
than fibn of additional and
hlnrkad lnana that Atlanta had
committed, but not disbursed.

western
Some US companies that are
owed export credit, funds are
eitber threatening BNL with
legal action or, in the case of
Lammas Crest of New Jersey,

suing.
So far, Iraq has been servi-

cing its BNL debt, but it is

believed that the loans may
aid up being lumped together

with a further Wbn of out-

standing debt owed by Iraq to
tfaiiflTi companies.

BNL’s net capital position
deteriorated, by around LGOObn
($445m) to about lAOOObn after

a series of provisions totalling

Ll,958bn, including those for
Iraqi exposure.

The Bank of Italy has
ordered BNL to strengthen its

capital ratios, and the bank is

now undergoing a L2,000bn
recapitalisation that includes
both rights issues and a special

subordinated loan.

BNL has not faced any
liquidity problems as a result

of the Iraqi scandal, and,
thanks to the work of top exec-

utives such as Mr Pierdomen-
ico GaRo and Mr Davide Croft,

nor has it faced any serious
problems on the interbank
market Indeed, some would
argue that the most alarming
aspect of the BNL affair is not
even a hanking matter, but the
ease with which Iraq was able
to secure such a substantial
amount of funding for the pro-
curement of militarily osefnl
materials
The BNL scandal, which at

first seemed to be all about the
obscure Atlanta branch of an
Italian bank, has actually lifted

the veil on the murky world of
missile technology procure-
ment by unstable Third World
regimes and the inability or
unwillingness of some western
governments to act
Up to fibn of the BNL

money went to finance exports
by US and European compa-
nies of a range of industrial
equipment and technologies
that was “dual use” - seem-
ingly civilian, but actually
used by Baghdad to contribute
to the devttopment of a verti-

At first It seemed to be about the obscure
Atlanta branch of an Italian bank. But actually,

says ALAN FRIEDMAN, it has lifted the veil

on the murky world of missile technology
procurement by unstable Third World regimes
and some western governments’ inability,

or unwillingness, to act

nations
trial complex capable of mak-
ing conventional munitions,
niwmiiffwT warheads and ballis-

tic miarfigs potentially able to

alter the balance of power in

the Middle East.

The flow of money from
Atlanta to RggfafaH was known
to some US intelligence agen-

cies. Western intelligence ser-

vices have been monitoring all

aspects of the Iraqi-Egyptian-

Argentine missile project,

known as Condor 2, for five

years. But no action was taken

to stop the BNL How. One gov-

ernment nffirial in Europe said

this might have been “because
they wanted to follow the
flow”. The Federal Reserve, the

US Treasury, the FBI, the State

Department, the Pentagon, the
Commerce Department and the

National Security Council were
all either unaware of the intel-

ligence available on BNL or
unable for some reason to act

on it.

An Iraqi network of compa-
nies in Europe and the US,
Including some that received

BNL letters of credit from
Atlanta, was discovered last

month to have been estab-
lished to acquire militarily use-

ful equipment and skills,

according to wfffafafa in White-
hall
“The one thing they have in

common is high technology,"

said one British offidaL “It

doesn't matter whether it’s

machine tools or computers. It

all dearly has an arms link-

age.” What the official did not
say was that the Iraqi network
of roitinanipB- fawlniiing Matrix
Churchill, a Coventry-based
machine tools business, was
tegnl.

What, then. Is one to make
of the real significance of the
BNL scandal? It would appear
that there are two separate les-

sons to be drawn from this

complex affair. One concerns
the need for BNL to seek an
immediate and quantum
improvement in. its internal
controls and management of
foreign branches.
The other concerns the prior-

ity that western governments,
and especially Washington,
most give to the issue of trying
to better police the export of
militarily useful technology
and equipment to the Third
World. Iraq milked BNL’s
Atlanta branch successfully for

17 months and nearly $2bn of
unauthorised credits. Who will

be next?

The new
man at

the helm
GIAMFIERO Cantoni, aged
50 (abooe), the new chairman
of BNL, is a Milanese banker
who has had a varied career.

Until his appointment, Mr
Cantoni, was chairman of a
Milan-based subsidiary of
Cariplo, Italy's leading savings
bank. He has also proved
himself as both an academic
and a risk-taking
entrepreneur, and is a socialist

with keen political aninmnut.
He was already former

prime minister Bettino Craxi's
favourite for an important
public sector banking job
before the scandal resulted
in the ousting of Nerio Nesi
as BNL r-haimum
A graduate in economics,

Mr Cantoni later studied at
Bocconi University, the
leading Italian business
school, where he now holds
a professorship. In 1964, be
founded Electropol, a
successful machine tools and
engineering company.
Mr Cantoni was named vice

|Mwidest at Uamwtn ftollww
in 1982, and became chairman
a year later. He has also
saved in recent years as vice
president of Medlocredito
Centrale, the medium-term
corporate finance and business
development lending Institute,
and as a hoard member at
Salpem, the oil and gas
pipelaying and drilling

subsidiary of ENL
Although the Treasury owns

majority control ofBNL, and
Mr Gnldo Cali, the Treasury
minister, has said he would
Hka to seeBNL privatised, Mr
Cantoni Is unlikely to agree
to any early privatisation if

thin means handing a
significant stake of the bank
to any industrial
conglomerate. AP

The dogs didn’t bark
WHEN depositors and holders

of savings shares at BNL read

the report this spring,

they probably drew assurance

from the independent external

auditors’ certification letters.

The audit repot was signed

by Price Waterhouse and local

firm Italandit, a subsidiary of

Italy's popular co-operative

banks. Their signatures were
joined by Ernst & Whhmey’s
on BNL’s consolidated group
accounts. Additional comfort
on the bank's accounts came
from the six-page statutory

auditors’ report.

Moreover, behind these
faces of control, BNL bad its

own internal audit department;
and the bank's Atlanta
operations, centre of the scan-

dal which made hogriHnea in

September, were subject to
supervision by the Georgia
State and US Federal authori-

ties and by the Bank of Italy’s

Vigilanza. A large pack -of

watch-dogs was on the prowL
Yet, when news broke that

BNL’s Atlanta branch manager
had engaged in a massive oper-

ation of unauthorised export
financing, it was clear that the
watch-dogs had felled to bark.

Part of the system of checks
and controls had malfunc-
tioned. Who was to blame?
“Top management is respon-

sible for ensuring adequate
control systems. They take the
blame, followed by the bank's
internal auditors and inspec-
tors,” says a partner in a major
international accounting firm
not involved with BNL. “The
auditors’ job is to repot on
financial statements. They can-
not give absolute assurance, or
guarantee to discover fraud.
The task of hand prevention
lies with management.”
He considers that Price

Waterhouse ranks last among
the culprits. Professional soli-

darity apart, this opinion prob-
ably owes something to the
feet that BNL’s Atlanta branch
was audited by another major
accounting firm. Peat, Mar-
wide, Mclintock.
The situation is complex.

The joint appointment sees
Price Waterhouse and Italaudit

share responsibility for BNL’s
accounts. Peat Marwick’s role

as secondary auditor in the US
is a complication.
“Though joint audits are

practicable - and so are sec-

ondary audits where
operations are clearly separate
- the use of secondary audi-
tors within hnnk branch net-

works seems unsatisfactory,"
the partner remarks about the
division of responsibilities
between Price Waterhouse and
Feat Marwick.
Emilio Palma

, the Price
Waterhouse partner in charge
of BNL’s audit, says that Peat
Marwick's report gave a dean
opinion on Atlanta. With hind-
sight, he wishes the auditors’
report on BNL’s accounts had
mentioned the use of second-
ary auditors in the US branch
network and who they were.
Mr Palma notes that there

are historical reasons why the

work was split “Before BNL
was subject to external audit
in Italy, the bank had already
appointed Peat Marwick to
audit US branches. It was a
way of reducing the workload
borne by the BNL’s own inter-
nal auditors and inspectors.”
He believes that checks on

internal control should have
revealed shortcomings in pro-
cedures used at Atlanta. “Why
were so many personal com-

Who was to blame?
The situation is

complex. DAVID LANE
examines the auditing
arrangements, and the
system of checks and

controls

puters used, when a dedicated
mainframe was available? And
why was the Atlanta branch’s
clearing hank different from
the rest of the BNL’s US net-
work?” asks Mr Palma.
Something may have gone

wrong In the reconciliation of
accounts with correspondent
banks, a shortcoming that
allowed BNL’s Atlanta man-
ager to keep large-scale inter-

bank borrowings undetected.
Mr Palma considers that the
substantial number of about
200 time deposits should not
have passed unnoticed.
Were corners cut on the BNL

audit? Mr Palma thinks not.
But the auditing of Italian
banks feels the effects of two
adverse foctors: the savage fee
war between accounting firms,
aimed at market-share
in the hawking sector; and reli-

ance on internal audit groups
with Umltpri experience.
Five years ago, when audi-

tors were being appointed to
Italian hanka for the first time,

and obligatory external inde-
pendent audit still only applied

to a ftmaTl number of banks,

many partners believed that

fees were extremely low, and
that this represented a threat

to professional standards.

“I do not think that the fee

war necessarily led to stinting

on effort or put standards in

jeopardy. Firms wanted to
obtain experience in Italian

banking, and were prepared to

accept almost any fee to gain a
foothold. I would like to believe

that they performed thorough
jobs and bave taken heavy
losses,” comments an audit
partner, whose firm was not
among the winners.
He notes that accounting

firms must rely on banks’
internal audit departments,
and believes that these are
generally better placed than
external auditors to identify
shortcomings. “However, the
limited international experi-
ence of Italian banks is a prob-
lem for internal audit teams,”
he says. Indeed, this was one
reason why BNL’s US branches
were audited by Peat Marwick.
In spite of having internal
auditors in the US, BNL relied

on its external auditors.

The shift from bank inspec-

tors, the long arm of head
office, to a more modem inter-

nal audit approach to control is

another factor. Old-style
inspectors relied on authority,

while the strength of internal

auditors should be profession-

alism. The change from old to

new is difficult and incomplete.
The Atlanta case has demon-

strated that effective internal

audit is crucial. All Italian

banks are trying to learn from
the Atlanta lesson. And uncov-
ering the weak points exposed
by events at the BNL’s branch
is occupying the Bank of
Italy’s Vigilanza supervisory
service. Its role was defined
clearly by Governor Carlo
Azeglio Ciampi, when he
addressed the Italian Forex
Club at the end of October.
“The supervisory body pro-

vides guideline instructions,
indicates criteria and makes
suggestions of an organisa-
tional and operational charac-
ter," said Mr fHatnpi “ft ran.

not and must not take the
banks’ place in their applica-

tion. Equally, the controls
undertaken do not substitute

the tasks of bank directors and
statutory auditors.” He noted,
moreover, that the primary
responsibility for supervising
BNL’s Atlanta branch lay with
the US authorities.

InBusinessSme 1539
500 Branches inItaly. Subsidiary, Branches and
representative Offices located in Luxembourg,
Buenos Aires, Brussels, Frankfurt/M,HongKong,
London, LosAngeles,NewYork, Moscow, Paris,

Sofia and Zurich. Correspondents throughout

the world.
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EUROMOBILJARE
Listed at the Milan Stock Exchange

MERGERS &ACQUISITIONS
TRADE & PROJECTFINANCE

ITALIANEQUITIES

EUROMOBILIARE S.p.A.
Via Turati, 9
20121 MILAN

Tel: (02) 62041
Fax: (02) 6595452
Tx: 334361 EURCOF

I
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BANCARUROMOBILIARF
ITALIANAND INTERNATIONAL

BONDMARKET
ASSETMANAGEMENT

CLEARINGAND CUSTODIAN SERVICES
FORINTERNATIONAL INVESTORS

RANCA EUROMOBILIARE S.p.A.

Via Turati, 9
20121 MILAN
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UNIT TRUSTS: their potential is great, but .

onds retain their appeal

FINANCIAL TIMES WEDNESDAY
NOVEMBER 22 1989
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1992 should curb over-regulation, says David Waller

Joint ventures point the way
THE NOTION of thrift -

evoking Samuel Smiles and
Victorian England - does not

square with the image of mod*
era-day Northern Italy.

Elegant C-ucci-dad people
work in merchant banks dar-

ing the day, visit La Scala and
expensive restaurants at night,

and generally enjoy a beautiful

life.

And yet Italians, gregarious

though they may seem to the
casual observer, actually save
more of their disposable
income than any other nation
in the world, including the Jap-
anese,
Whereas the manifestly mis-

erable, space-starved Japanese
put away 15 per cent of what
they earn, the much happier
Italians save more than 20 per
cent of their disposable
income.
This extraordinary propen-

sity to save is explained by
numerous factors, ranging
from political instability - 49
governments since the war -
to the close-ties between the
generations in Italian families
and the government’s enor-
mous budget deficit

But, as Giovanni Palladmo,
of Finanziari - part of the IM3
group - observed recently,
Italian households produce a
lot of savings, but make few
investments.
Even now, 50 per cent of

total household financial
wealth is to be found In liquid

assets, such as bank deposits

and short-term treasury bills.

Putting this phenomenon into
historical perspective, succes-
sive Italian governments, from
the mid-1970s onward, found it

necessary to issue Treasury
paper to finance the ever-grow-
ing deficit

Despite the 13-fold per cent
rise in the stockmarket
between 1977 and its peak nine
years later, savings have been
captured by fiscally-attractive

government paper, which
accounted for 7.5 per cent of
household wealth in 1978 and
32.2 per cent 10 years later.
Even now, 70 per cent of the
total value of the ifa»n«« finan-
cial markets is in the form of
government bonds, replenished
monthly with vast issues of
high-interest bearing stock.
Given the sheer weight of

money emanating from Italian
households in search of a
home, it was inevitable that
equities - and particularly
equity portfolios packaged in
the form of mutual ftinds (or

Italians enjoy the good Ufo, yet save more of their

unit trusts) would at some
time become attractive. At the
turn of the decade, when the
Italian equity market began its

vaulting ascent, Luxembourg-
based funds - aggressively
marketed by growing bands of
financial advisers - appealed
to some. The real break-
through came in 1983, when
the Italian government permit-
ted the marketing of domestic
mutual funds.
The boom started in 1984. It

was a virtuous circle: as the
market roared ahead - stimu-
lated by the early success of
the first mutual funds - so
people bought more mutual
funds. The range of products
was narrow, compared with
the US or UK retail market -
focusing on funds for bonds,
equities and a mixture of the
two. But, by the spring of 1986,
mutual funds were attracting
monthly investment of
L6,000bn. and the total
invested in such instruments
stood at LGO.OOObn. The num-
ber of sales companies serving
the market rose from two to 60
over the same period.

“The speculative bubble
burst in July 1966, long before
it did on the world's other
stock-markets," reflects Paolo
Azzone, a Milan-based broker.
“The unit trusts became too
big for Italy - the amount of
money splashing into a small
pond was quite enormous.
“Of course, the funds were

largely invested in blue-chip
companies like Fiat, Femra
and Pirelli, the only companies
where there is any real liquid-

ity. But, once one mutual fapd
tried to sell one of these stock,
everyone else would try, too.
Given the weighting that these
big companies have in the Ital-

ian market, the market as a
whole would sink as a result."
Other factors behind the

downturn were: unstable Inter-

est rates; the flight of foreign
capital; the fact that shares
had reached lofty and unsus-
tainable valuations; the TtaHqn
settlement system could not
cope. Over 1987, the market fell

by 30 per cent, a worse perfor-
mance than in most other mar-
kets.

The retail fund management
industry went into something
of an immediate recession. The
numerous groups which had
rushed in to build up sales-
forces sunk into losses, and in
1988 five sales companies,
owned by leading banks, lost
L3Sbn. There were net redemp-
tions of mutual fond units
every month from August 1967
to July 1999. In August this

year, there was an upturn, but
a net outflow followed again in
September.
Fund managers look at the

future with a mixture of opti-

mism and despair. They know
that the potential for the
savings industry in Italy is

enormous: for introducing new
insurance-linked products, or
pension products, or savings
plums itnkpri to exciting new
current account facilities or
consumer credit and credit
cards.
Looking at the potential for

insurance products alone, pre-

miums in Italy still account for
only 0.58 per cent of GDP, cun-
pared with between 3 and 4 par
cent in other industrialised
countries. The product portfo-
lio — limited to har>lr

accounts and offshore mutual
funds in the 1970s - is now as
sophisticated as many.
But the Italian capital mar,

kets are still immature, com-
pared. with their equivalents in
other European countries. Ital-

ian companies have tradition-
ally grown via debt, and not
via Issues of securities.

According to the Bank of
Italy, the value of unlisted
shares is five times as large as
that of the stockmarket capital-
isation. And the market, as it

is, is hardly a model of effi-

ciency: the state and the
Agnelli family control 20 per
cent of the market apiece.
There are prolific strategic
cross-holdings, reducing con-
siderably the free-lloat of
equity.
Mutual funds concentrating

on overseas markets are begin-
ning to make some headway.
Meanwhile, most Italian inves-
tors - if faced with the choice
between equity and govern-
ment bonds - will always
chose the the latter.

"After all,” observed one Mil-
anese investor, "so long as the
state has to finance its enor-
mous deficit from private
savings, it will make sure that
bonds are more attractive than
shares. The government has a
physiological need to win.”

David Waller

FT IS often said that Italy is

overbanked, with more than
1,000 credit institutions operat-

ing in an uncompetitive and
inefficient environment.

One of the main reasons for

this is that the financial ser-

vices industry is over-regulated
- a situation which should
change with the onset of 1992.

The root of the problem is

the 1936 Banking Law, which
imposed stringent controls an
the industry in order to pre-

vent a repetition of the bank
crashes in the early 1930s. Fur-

ther measures were taken in
the 1970s, to cope with a chron-
ically weak currency and a
vast public deficit.

The earlier measure divided

banks into two types: those
{hat rym lri take deposits and
provide short-tram credit, and
those that were obliged to raise

funds through foe money mar-
kets and oner medium to long
term finance. Also, the Bank of

Italy had to give its approval to
new branch openings.

The measures taken to pro-
tect the currency were severe:

in 1973, those companies
investing overseas were
required to Tpatntaiw a non-in-

terest bearing deposit in lire of

50 per cent erf the investment;

in 1976, unauthorised capital

flows were categorised as crim-
inal offences.

Little by little, these rules ~
which have, of course, contrib-

uted to the inefficiency of the
hanking industry - have been
relaxed. Since 1981, banks have
been able to extend their activ-

ities into related financial ser-

vices; in 1983, unit-trusts were
introduced; the divisions
between short and long term
credit institutions came down
last year.
Rules governing currency

transactions and capital flow
have also been reformed. In
1967, the requirement to main-
tain a non-interest bearing

; deposit was abolished and in

October 1988, foreign exchange
rules were lifted to the extent
that virtually all transactions

I between Italians and non-resi-

dents can take place unhin-
dered by controls.

Prior to last autumn, capital

; restrictions were based on the
philosophy that everything
was forbidden unless specifi-

cally permitted. Now, all is

allowed unless specifically for-

i

bidden. The two specific
restrictions which still apply
are: 1.Italians are not allowed
to open bank accounts over-

seas; and 2, they may not
invest in foreign securities

with a maturity of less than
180 days.
More generally, Italians

must channel all foreign cur-

rency transactions via an
approved bank; foreign securi-

ties most be lodged with a
domestic bank.
All this is supposed to

change by July next year. By
thm, the Ttatt/m Government
has promised, that all remain-
ing restrictions on capital
flows will be abolished - and
in this sector at least, 1992

ought to come two years early.

Taking foe impact of capital

flow deregulation first, cynics
may observe that many Kal-

ians have in the past managed
to open up bank accounts over-

seas - particularly in Switzer-

land — undeterred by the Gov-
ernment’s draconian penalties.

And the fact that the last of
foe restrictions are about to
come down underwhelms
many Italian bankers, who
believe that ingenious inves-

tors have always been able to
what they wanted in overseas
market
Nevertheless, July 1990 is

concentrating the minds of
internationally minded Italian

banks - and international
banks interested in Italy - on
the potential for selling inter-

national equities to domestic
investors disillusioned by the
inefficiencies and illiquidities

of tile Italian bourse.

As a recent report from the

San Paolo group puts it "The
abolition of foreign exchange
controls should increasingly
afreet the portfolio composition
of both residents and non-resi-

dents. The share of foreign

investments In Italian resi-

dents’ portfolios has increased,

and so has the share of lire

denominated securities in non-

residents' portfolios."

Looking at Italy's stupen-

dous savings ratios and at the

relatively unsophisticated

savings industry, three foreign

groups have moved in on the

market in association with

domestic players.
„

These are Hambros, the UK
banking group, which has

up with Sanpaolo -

one of Italy's largest and most
internationally-minded banks
- to offer two international
mutual funds; Merrill Lynch,
which has teamed up with
Prime - Italy's second largest

mutual fund organisation - to

offer three funds; and Chase
ffaTTfrattim, the US bank which
offers its Chase Manhattan
America and Intercontinental

Funds in association with Fin-

invest.

The products that they offer

are not as specialised as their

counterparts in the UK and the

US, but there are signs that

this is changing: Hambros Is

planning three new trusts, one
directed at international bond
markets, another at the global

financial services industry, and
the third at environmentally
sound Investments - i.e.,

Italy’s first international
“green fund”.
The three foreign Joint ven-

tures have been successful in
attracting ftinds: Hambros has
attracted Italian savings of

£70m since the two funds were
introduced a year, with a fur-

ther £170m commmltted
through savings plans. The

two Chase funds hadatfcactai

L76bn by the end of March fob

AH three baye a«*ss to

their own networks & sale*

men. whilst Hambnrt products

are sold via Sanpaolo s ate*

sive branch network as wtiL
Given the increasing sophis-

tication of the Italian investor,

the market for such products is

theoretically vast. But, as

always, the main competition

comes not from another invest-

ment house but from tie Ital-

ian government.
It cannot afford to allow vast

amounts of money to flow from

the country, for it relies on pw-

sonal savings to finance its

eareantuan deficit. Hence foe

fiscal and tax advantages of

government bonds: these

bearer documents are subject

to only a 12-5 P*^ cent with-

holding tax, against the 30 per

cent docked off dividends from

foreign equities and bonds.

Looking at the broader

impact of deregulation and the

imminent arrival of 1992. Ital-

ian banks have been preparing

themselves as follows: by
rationalising their size; by

adopting marketing plans; by

introducing new products; and

by becoming more interna-

tional in outlook, often via the

sort of cross-bolding arrange-

ment which has seen Sanpaolo

take a 12 per cent stake in

Hambro.
However, bankers acknowl-

edge that the industry has a
long way to go before the spirit

of 1992 is translated into busi-

ness practice. Indeed, It Is

likely that true 1992 will only

prevail in the Italian banking
sector long after that date has

1 1stituto Bancario San Paolo

2 Monte cH Paschi di Siena

SCarifrio

4 Banca Naztonale del Lavoro

5 Banca Commercials Italians

6 Istftulo Mobtliare Itallano

7 Cradtto Itallano

8 Banco d! Sicilia

8 Credlop

10 Banco dl Roma

ITALY’S TOP lO BANKS 1988 ($m)

4,705
]

4.0

3,625

AwwltoSaMr
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BANCO di SICILIA
Member of the Securities Association

Banco di Sirifio is heir to o bonking

tradition which goes bock to 1459 and

has developed into o diversified group of-

fering a comprehensive range of banking

ond finandol services.

The Bank bos a domestic network of

352 branches and a foreign network

comprising seven Branches (Frankfurt,

London, Los Angeles, Lyon, Munich, New

York, Pteis) o subsidiary (Banco di Siafia

International SA, Luxembourg) and

representative offices in Brussels,

Budapest, Chicago, Singapore, Zurich.

Additionally the Banco di Siatia Group

comprises a diversified number of af-

filiates operating internationally, among

which:

Centro Internationale Handelsbank

AG-Wien, Bank of Valletta-Malta,

Euramerica Finanziaria Internazionale

S.pA-Rome, Bosinvest S.p.A.-Milan,

Estera improse ul.-Milan, Interbancaria

Nazionale Investimenti S.pl.-Milan,

Medtoktoring S.pA-Milan.

London Branch

99 Bishopsgate, London EC2P 2LA

FOREIGN BRANCHES REPRESENTATIVE
OFFICES

HEAD OFFICE

London
SI. Moorgate
Telephone (I) 628 4210
Telex 885998 Popbank G
Telefax (1) 628 4491

Frankfort ara Mafai
Umermaiokai 29
Telephone (69) 236265
Telex 41 1434 PopbkD
Telefax (69) 252641

M&an
4, Piazza F. Meda
Telephone (2) 7700.1
Telex 310202 Popban I

New York
375. Park Avenue
9th Floor

Telephone (212) 758 5040
Telex 62189 BKMH UI
Telefox (212) 838 1077

Hong Kong
Room 3920 Jardine House
I Connaught Place

Telephone (5) 249066ft
Telex 72414 NBA RP-HX
Telefax (5) 8105228

Btuica Popolare
di Milano

I
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MERCHANT BANKS

Big names open in Milan
FAMILIAR ' iii»nB$ -

’ from
mtei'imHwnal foyqptnwttttottk-
ing added weight to the opera-
tion which created the' Bid:'
moat chemicals joint venture, r

between state-owned Bntehm
and Femsscl Group's Moaxtedt
son. =

The new company's shares
were quoted on the Milan
bcnrse at the start of October.
Co-manager for -the place*

meat outside Europe, Gdwman'
Sadis, had been Involved ftcra
the outset in assisting' and
advising the ENI state' hydro-
carbons holding in many
aspects of the joint venture,

to the preparation of business
and financial plans the
share placement.
“Having been instructed -to

give the operation’s interna-
tional dimension careful atteo*
turn, oar choice of professional
adviser was from fee leading
international invfl«Lm«mt. pm*
merchant banks,” says Giov-
anni Ciccone, ENTs head of
finance.

ENX contacted sil leading
banks, choosing Goldman
Sachs because of the US insti-
tution's wide experience and
its ability to bring together
rapidly a large team , of ana-
lysts and economists.
“Goldman Sachs1 w>p»MHiy

and capacity were not avail-
able in Italian banks, Hu need

The Invaders are not
unopposed . . . And
smaller and more

recent Kalian
'

Institutions are
attempting to capture
a share of the market

for the work to be done quickly
and well was paramount; the
question of foes was marginal,”
says Mr Ciccone, adding that
the Enimont operation was a
positive experience.

Co-managed
the placement of Enimont
shares with Goldman Sachs
and was an the other aide of
the table, working on behalf of
Montedison’s Fesntzzi parent,
in negotiating the creation of
ha »«liwMimls group.
The bank, like Goldman

Sachs, drew on stafffrom Lon-
don and New York for the Eni-
mont project “We found onr-
selves travelling much of the
time, spending four or five
days a week In Italy,” recalls

Morgan Stanley vice
GateanoBacod
To reduce time spent Jn air-

parts and on aircraft, Morgan
Stanley decided to establish an
ft»Han office, and has been
working from Palazzo Serbet-
IftyH fa wmtnil Mltaw, atnee tha
end of June. “We recognise

the Italian market is
vary active,” saysMr

Pecori GiraldL “Being here
aDoiws us to get dose to clients

physically and psychologi-
cally.”
Morgan Stanley believes that

international equities trading.

RothecMfcfa Richard Kate

and mergers acquisitions,

wffl generate most bashaws for
the Milan office. Cross-bonier,
rather thaw JmwngHi^ Italian

business will predominate,
though Mr .Pecori Glraldi
expects to be working for local
corporations as well as large
TTTnWjiwHftnnl

Hu US investment bank' is
not the only-foreign institution

hoping to exploit Italy's boom-
ing economy and the interna-
tionalisation of Its flnancial
system. London merchant
rank BntlwphfH fa flhn in hwd.
ness, having established an
Italian subsidiary in April.
Subsequently it confirmed Its

presence with July’s launch of
a Guernsey-based buy-out
fund. Old Court Italian Ven-
tures.
Richard Rothschild

Balia's managing director, puts
M&As at thehead of the hank’s
priorities, followed by manage-
meat buy-outs.

“Kalian are con-
cerned about 1932. Some are
interested in boosting their
international presence, others
want to find foreign partners,”
be says. “Succession problems
in family firms open up oppoiv
tumttes for acquisitions, even
if disposal of minority stakes is

the first step.”

Lower in RotiudbUd’s priori-

ties, but nevertheless impor-
tant. are ntmmil.lnmil rapHal.
«nbring

, assistance in privatisa-

tion and asset management
The hank foresees no role for
asBbittng quoted and unquoted

in raising capital in
Italy’s domestic market, but
considers that its good whole-
sale distribution «*parfty out-
side should be attractive to
TfaUan compenfoe.
. “British merchant banks
have vast International exper-
tise, which is valued and valid
in Italy. Italian'hutttu&nu
have a major advantage in
knowing Italy better, but they
larir London's drllhr In mtQv
ehmrt banking,” notesMrKata.
Other foreign institutions

are also trying to exploit their
expertise. RnromobiHare, 45
per cent- owned by Britain's
TUMIanil Wank, Jg a towte1 hi

M&As but operates over a
broad range of financial activ-

ity. Citicorp la weH-estabHsbed
in LBOs and M&As. Biorgan
Grenfell has long been present,
but is thought to be less active
now, because of to its connec-
tions with Svfiuppo Flnan-

FNEtPOP
Capital & lit. 16,033,000000

Trade Export Finance

Italian bonds dealings,

primary market •

Domestic currency swaps

Syndicated loans .

Asset management

aftSAA.
20132 Mton. Wo Carva 28

W. 02/77*91. Uk. 330446/322006
Fax 02/783571

r
.-v •.

ARAB BANKING
CORPORATION

yfo gamp Maria ftilcorina 6. 20123 MBm.
Telephone (02) aOUjH^w togfcWlBe 3ZUH0ABCMIL

pJazto Bonaparte. Piazza Venezta S,00187Some

fry)
aatvsns. Telex: 62L297AEC&OM L Tdeficc (06) 093516.

!^v<FVw^PwwhW»mand C^nenlt<ianaecr6tfftaly:BattmAboc Said

ARAD BANKINGCORPORATION (B.S.C)
Head Office:

ThrABCTMtf. Dtalonnbc Area. P.CX Beat 998, Mwaro. Babnin.
ivi»J^COfelitaWt*KlWlStTite»!Bnfl

riarifl, Francesco Hicheli’s
nwrfrant femiring group.

But the Invaders are not
unopposed. All foreign bankers
acknowledge that Mediobanca
enjoys a strong position with
large placing capacity and
excellent Inside connections as
a member erf the ala nubile
(noble wing) of TfcnHan finance

Statcownfxl Sige, part of Isti-

tuto Mobillare ItaHano (IMI),

also benefits from the large

customer network created by
IMTs fanner, almost monopoly
position in medium and
long-term fcrtifog to tha Indus*

trim sector.

Smaller and more recent Bair
fan inai ifnHonn are attempting
to capture a share of the mar-
ket These include San Facto
Finance flstttuto Banc&rio San
Paolo di Torino), Finanzlaria
Italians di Partedpazioni
(Banca Nazkmale del Lavoro)
and Invest (Jody Vender's mer-
chant . banking operation In
which Kidder Peabody has a
stake).
Foreign bankers, like Mr

Katz and Mr Pecori Glraldi,
emphasise that they aim to
win cross-border business, and
do not .expect to compete on
the purely domestic market.
Nevertheless, it is hard to
believe that, once established,
they would turn down any
chance of widening their field
ofaction.

David Lane

WITH IMPORTANT deadlines

looming, touting -jmHmi bank-

ets have been undertaking a
salutary appraisal of the coun-
try's retell banlring system.

Piero Banted/ chairman of
AKcnr-inTjpqft ftaprarla Tbitiwna

(ABI), the Italian Banking
Association, has been in the

vanguard.
“Our system is less efficient

than others that have been
able to work freely on interna-

tional nun-kata, that operate in

currencies having significant

markets beyond their boilers,

and that enjoy ownership
structures and legislative

frameworks Hmt have encour-

aged reorganisation and a
gradual restiucturing process,”

he said at the anTi*wi

in June.
However, significant changes

are in sight for the banking
system. Parliamentary
approval of the bill conceived

by former treasury minister
Gxuliano Amato wifi open the
way for a radical reshaping of

public-sector banks; the six
public law credit institutions,

the savings banks and the
three fainbi of national inter-

est controlled by the XRI. state
hni/Hwp corporation i»«rt their

subsidiaries. These currently
represent about two thirds of
retail In Italy.

“The Amato bill wfll have
the effect of giving public-sec-

tor banks the possibility of
trarwrfhw^frtimi Into joint Stock
corporations. The draft legisla-

tion foresees fiscal incentives

to encourage concentration
through mergers or transfer of
ownership," explains Mr Ear-
ned. wnHmr ftot modifications

have been introduced which

RETAIL BANKS

A Bill for efficiency
will extend these incentives to
private sector banks.
With about 1,100 different

banks, the system is highly
fragmented, and for several
years the Bank of Italy has
been urging a process of con-
centration.

Two major mergers were
announced in February. The
first, in which Nuovo Banco
Ambrosiano absorbed its

Banca Cattoiica del Veneto
subsidiary, will soon create
Italy’s biggest privately-owned
bank with a 850-branch net-
work and assets expected to
amount to L2&000bn at year-
end. In the second operation,
IRI sold a controlling 51 per
cent interest in Banco di Santo
Spirito to Cassa dl RJspannlo
di Roma. Mr Burned says that
further operations are Kkely.

Central to the debate on the
Amato bill mid public sector
banks has been the question of
privatisation. The extent of
public ownership in Italy is

unmatched In other countries.
Though the reasons date back
to the 1920s and 1930s, the pro-
cess has continued in recent
times with the acquisition of
troubled private sector banks
by the public sector. During
the last 20 years, 42 banks with
a total of 835 branches have
passed to the public sector.
The authorities consider,

however, that a Shift in the
Other itirwriinu Is pwwliile nwil

“There is a widely

felt need to introduce forms of

privatisation, either partial or

total. Into the system," says Mr
BarnccL But decisions on

changes of ownership in the

Italian banking system must

be taton by the Government
jmd parliament, with the final

word from the Bank of Italy.

When opportunities are

given for buying stakes in

Daly's public-sector banks, for-

eign institutions are likely to

be near the head at the queue.

Interest from major French
banks has been evident this

year, with Credit Lyonnais' bid

for Credito Bergamasco, the

exchange of cross-sharehold-
ings between Banca Commer-
riata Italians and Paribas, the

purchase of a stake in Credito

Romagnolo by Banque Nation-

ale de Parte and . GrAdtt Agri-

cole's controversial “white
knight” purchase erf an impor-
tant stake in Banco Ambrosi-
ano Veneto.
“There will certainly be an

increase in interest, but there

will also be greater interest in

the other direction with Italian

banks looking to strengthen

cess of internationalisation
must be two-way. We look
favourably on exchanges of
shareholdings or ownership.
But there must be reciprocity,”

says Mr BaruccL
Some Italian banks are

already active beyond Kalian
borders. Istituto Bancario San
Paolo di Torino has made its

mark with a series of astute

acquisitions of small banks, as
well as purchasing an impor-
tant stake in r-*w«inn merchant
bank Hambros. But interna-
tionalisation Is an area which
worries the bank’s chairman
Gianni Tantfann

“The presence of Italian
hanlre jn international markets
seems unsatisfactory in quanti-
tative and qualitative terms,”
he told ABTs Pmgetto Eurqpa
earlier this year. He considers

that, in many cases, hanks
have established offices or
branches abroad for the wrong
reasons, for twwgw rather
for operational numosas.

Staff is another area of con-
cern for Mr Zandano. “One can
assume that the ftmrtarngptal

economic condition that has
allowed the Italian system to
support staff costs higher than
other countries is higher earn-
ings from financial Intermedia-
tion on the domestic market.”
In other words, Italian custom-
ers are paying for inefficiency

through higher spreads on
interest rates.

Mr Zandano believes that
costs must be attacked. With
staff contract negotiations cur-
rently under way, the opportu-
nity to tackle the problem is at
imn it "We are in the initial

phase of confrontation. We

hope that negotiations will be

rapid and that the outcome

will show that Italian banks,

their staff, are aware

that we are becoming part of

the European system,” says Mr
Barucd. Stan costs repre-

sented 72 per cent of the retail

hanks* total operating costs

last year, so tight control is

necessary.

Following the branch liberal-

isation, announced earlier this

year, banks have a cost which
will need closer attention than

in the past Hie central bank's

1966 branch plan, under which
modifications to banks' net-

works were approved, was the

last Under the new procedure,

banks' proposed changes to

networks will be assumed to be
approved, unless specifically

rejected by the authorities. But
expansion plans must be coher-

ent with assets, economic per-

formance and an orderly geo-

graphical development.
Branch liberalisation is a

delicate matter, with the risk

that hanks will establish too

many branches and that the
consequent increase in fixed

costs incurred will not be
matched by revenues. The
authorities hope that, when
banks open new branches,
these will be slimmer
operations, using staff and
technology efficiently.

Fortunately, results from
Italy's retail banks are suffi-

ciently good to permit invest-

ment, though improved profits

will probably be one of the

weapons that the trade unions

will brandish at the bargaining
fahift.

David Lane
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THE FOREIGN banker looking at

the Italian market is faced with a

perplexing mixture of opportunity

and nightmare.

The opportunity is obvious. Here

is one of Europe's strongest and fes-

ter growing economies, served by

an old-fashioned banking system

which is so inefficient that it sus-

tains no fewer than 2,100, mostly

inefficient, banks.

Surely, the reasoning goes, all

one has to do is to offer sophisti-

cated international-style banking
products - ranging from corporate

fjnaqpp for the family business, to

interest-bearing current accounts -

and Italy’s myriad small business-

men will Rock to one’s door.

Look a little harder, and the

nightmare begins to take shape.

The 1,100 Italian banks do not suffer

a penalty for their manifest ineffi-

ciency. Far from it - they are

extremely profitable, despite the
flight of money from bank balances

into the bond market since the late

1970s.
When a foreign bank decides to

take on this heavily regulated mar
ket on its own. the problems begin.

Antiquated rules mean that foreign

commercial bankers cannot lend

money to corporate clients and
expect to make a profit. Moreover,

it is difficult to open branches at

will, or to slim down the cost base

by culling staff In the traditional

Anglo-Saxon way.

It is important to distinguish

between commercial banking and
investment banking. Foreign invest-

ment bankers can - and many do
- serve the big Italian corporates

from London, with only a minimal
presence on the ground.

But there is a giant, untapped
market in serving the medium-sized

corporate clients, not simply the
quoted companies but the numer-

ous prosperous family businesses
which have grown up since the war,

run by the next generation of

Agnellis and de Benedettos, entre-

preneurs who are now considering
expansion overseas.

Getting at this market is a diffi-

cult matter, and some form of local

FOREIGN BANKS

Alliances and niches
tame the nightmare

alliance would seem essential. Thus
a number of recent tie-ups between
foreign and Italian banks: the
link-up between Kidder Peabody
and SOPAF; Midland Bank’s pur-

chase of a 45 per cent stake in Euro-
mobiliare; and the joint-venture
operation between Paribas and
Banca Commerriate (Comit).
Other investment banks speci-

alise quite nicely in niche markets
such as government bonds
(Nomura) or venture capital (Citi-

corp) and mergers and acquisitions
(Morgan Stanley, Rothschilds, Citi-

corp again). By targeting one's mar-

ket precisely in this way, foreign

banks can mitigate the risks of
operating in the Italian market
For the commercial banks, it is a

different matter altogether. A num-
ber - including Bank of America,
which sold its Italian subsidiary to

Deutsche Bank, Standard Char-
tered, Hongkong and Shanghai
Bank - have been reining back
their Italian operations or pulling

out altogether. But no case better
illustrates the nightmarish aspect of
this segment of the Italian market
than that of Barclays, which has
lost a staggering £l00m in Italy

between 1985 and 1989.

Mr Richard Adams, chairman of
the Italian offshoot of the British
clearer, explains the problem in the
following terms: constrained by
Italy's restrictive banking laws,

Barclays opened up a lot of "para-

banking” businesses in areas such
as leasing, factoring and consumer
credit. The expansion - in the
early years of the decade - took

place too rapidly and with inade-
quate controls. The result massive
trading losses and vast overheads.
The latter could not be cut, because
of Italy's protective labour laws.

Meanwhile, the basic corporate
fending business could not be devel-

oped, for three related reasons. For
a start, the Bank of Italy allows
foreign banks to lend on a multiple
of their own capital and not that of
their parent company. Reserve
requirements are high enough in
any case. And the interbank market
- on which foreign banks would
normally rely for their funds - Is
“shallow and volatile", according to
Mr Adams.

This market is subject to a 30 per
cent withholding tax, which meaw^
that foreign banks simply cannot
lend to Italian corporates. Funding
for their Italian competitors is a lot
cheaper, because of their access to a
deep and stable ocean of retail
deposits - and consequently the
rates at which they can lend ate a
lot more attractive to the corporate
client.

Mr Claude Parlange, managing
director of Credit Lyonnais’
operations, concedes ««* straight.

forward lending is not a profitable
operation for his frank either, its

ST^Spanies. This analysis

fSfiiSr oriyto Lyomials, own-

grown operations in Italy, May

vear. Trance’s second targ^

bank^jScfced the trend oftfcrtjWM*;

ment in Italy to buy

fflto Bergamasco, a

.
private sSorbank. for LMQbn.

Lyonnais has not taken manage-

ment control of Bergamasco. but Mr

Parlange explains that the deal

representing 16 times the bank s

1386 earnings - gives French

to that elusive and attractive

middle corporate market served by

Bergamasco ’a network of branches

across prosperous Lombardy snd

Venice. . ,

to the short term, such a Mai

allows Lyonnais to tap into the Ital-

ian Hairing market for as long as it

remains protected. In the longer

term, it is a strategic investment in

fww of Europe's most vital econo-

David Waller

RADICAL change threatens
the staid conservatism of

Italy's savings banks, the casse

di risparmio.
Enactment of a bill prepared

by former treasury minister,

Giuliano Amato, two years ago
is close at hand. When parlia-

ment gives approval, the way
will be opened for a major
reshaping of the savings
banks, a category which held

26.6 per cent of total bank
deposits and was responsible

for 24.7 per cent of total bank
lending at the end of last year.

At present the casse and the

banche del monte, pawn credit

institutions included in the 84-

strong savings bank category,

are foundations and associa-

tions belonging in the public

sector and without sharehold-
ers. Under Mr Amato’s propos-

als, the foundations and associ-

ations will be able to spin-off

their banking activities into
joint stock corporations, with-

out incurring taxation on capi-

tal gains which arise.

“Foundations and associa-

tions will become holdings,
public bodies with sharehold-
ings in the banks. A favourable
effect of the change will be
that book values will reflect

banks' real asset values. This
will boost capital ratios and
allow expansion,” explains
Roberto Mazzotta, who com-
bines the chairmanship of
Italy's biggest savings bank,
Cassa di Risparmio delle Prov-
inde Lombarde (Cartplo), with
heading the Italian savings
banks’ association, ACRL
Mr Mazzotta says that

savings banks will enjoy
greater flexibility. "As joint
stock corporations, it will be
possible for them to obtain
stock-market quotation and
fresh capital when required. In
addition, mergers will be much
easier.”

Unsurprisingly, the Amato
bill satisfies politicians, for
whom the savings bank cate-

gory provides a valuable

SAVINGS BANKS

ew flexibility ahead
Instrument of patronage.
Chairmen and deputy chair-
men are appointed by the
inter-ministerial committee for
credit and savings (C1CR),
reflecting political equilibria;
and local power balances in
communes and provinces axe
maintained in overall board
composition. With the continu-
ation of the foundations and
associations, the number of
jobs in the spoils system will

remain unchanged, even in the
case of mergers.
“The foundations and associ-

ations will manage the distri-

bution of dividends earned on
their holdings in the banks,
allocating money for devil, cul-

tural and social purposes” says
Mr Mazzotta, putting his finger
an a key issue. Savings banks'
charitable committees at pres-
ent have the enviable task of
distributing part of profits for

local beneficence.
The Amato bill will effec-

tively create a structure of
charitable foundations, whose
income, at least initially, will

be derived from dividends cm
shareholdings in savings
banks. Politicians will continue
to have the financial means to
tend their constituencies.

What kind of institution are
the savings banks? Mostly con-
stituted in the mid to late 19th
century, the first were estab-

lished In Venice, Padua and
Udine in the early 1820s. Their
birth and early growth coin-
cided with the process erf Ital-

ian reunification. Character-
ised by strong local ties, the
savings banks have firmly
founded relationships with the
family sector and its savings,
and with small businesses,”

says Mr Mazzotta.
Social aims often underlay

their establishment. The “pro-

motion of savings and the
spirit of thrift among the
poorer classes, like farm
labourers and tradesmen” was
the institutional aim of the
savings bank founded at Bra,
in Piedmont, in 1842. Similarly,
promotion of thrift was sought
when Rimini's savings bank
was established in 1638, though
its founders also wanted to
encourage local economic ini-

tiatives.

Revolutionary politics played

The Amato bill will

effectively create a
structure of charitable

foundations

a part in the birth of Florence’s
savings bank in 1829, estab-
lished to compete with hawica

controlled by the Austrians
and to help liberate the local
economy from foreign influ-
ence. Closer to the philan-
thropic ideal, the founders of
Ravenna’s savings bank
to alleviate the conditions of
the less prosperous by promo-
ting savings and undertaking
good works.
The savings banks* aim of

assisting the less fortunate Is a
direct inheritance from the
banche del monte. These have
roots in the 15th century, when
ecclesiastical orders estab-
lished charitable pawn fending
operations, the mante di pieta,

to combat usury. Indeed, sev-

eral of Italy’s 75 savings banks
sprang from, and subsequently
absorbed, their monte di pieta

parents.
Only nina banche del monte

still exist independently. With
the exception of the 62-branch
Banca del Monte di Bologna e
Ravenna and the 72-branch
Banca del Monte di Lombardia
(formed from the merger of the
'Rancfl del Monte di Milano
the Banca del Monte di Pavia e
Bergamo, two years ago), all

are smalL Indeed, the Rovlgo
bank, in north-east Italy, and
the Sinlscalco Ced

’

Kwnk
l
in Hia

Apulian heel, could not be
smaller: each has one branch.
The savings hank category

has one very strong point.
“The casse di risparmio are
small banks, weak on a
national basis, but aanli Is par-

ticularly strang in its own geo-
graphical area. In parts of
Italy, savings banks have
between 40 and 50 per cent of

savings and customer lending.
They are net lenders on the
interbank market,” says Mr
Mazzotta.

Excessive reliance an local
roots, however, can also be a
weakness. Mr Mazzotta
believes that the parochialism
which characterises a good
number of the casse c2s rispar-

mio is a brake on development.
Damaging local rivalries must
cease if the hwnka wish to be
effective in an increasingly
competitive market.

Parochialism may also lead
to difficulties with loan portfo-
lios. In the case of the Cassa di
Risparmio di Prato, there was
excessive lending to the textile

sector, and when business col-

lapsed the savings bank was
left with a mountain of non-
performing loans, to Calabria*
the savings bank had to be

bailed out when the repercus-
sions of political intervention

in loan policy was felt.

But default is a wider prob-

lem. The savings banks' aver-

age rate is worse than all other
hank categories. At the end of

last year 7.6 per cent of loans
were non-performing, com-
pared to 6.4 per cent for the
banking system overall Nine
savings banks had over 12 per
cent default and a further 21
showed non-performing loans
between 8 and 12 per emit of
lending.
The casse di risparmio need

to be able to offer a full range
of services, but at present they
are too small. Only Carlplo,
with over 400 branches, ranks
among the biggest Italian
banks, though when the
merger with Banco di Santo
Splrito is completed, the capi-

tal's savings bank will move in
the top league. Only two other
casse di risparmio have more
than 200 branches, and four
between 100 and 200. Excluding
the banche del monte, the aver-

age size of branch network is

5L
Mergers are needed, to give

competitive size. Though the
Amato bill still awaits
approval, they already seem to
be happening. In 30 years
between 1956 and 1986, only
four mergers took place. Since
1987, there have been seven,
the latest occurring earlier this

year when the Cassa di Rispar-
mio di Verona Vicenza e Bel-

luno took over the Cassa di

Risparmio di Ancona.
“We are aiming at a very

ambitious objective - the
restructuring of the whole
savings bank category,” says
Mr Mazzotta. He envisages a
form of mega-merger, in which
the new foundations will vest
their shareholdings in a cen-
tral organisation having the
task of overall management of

the savings bank sector.

David Lane
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Mergers are sudden ly in fashion, reports Sari Gilbert

strides ahead
WrrB TBRareroaSdiGt 1592 -
seen by many as a
for Italy’s largely undersize
banks concern with size is'
pleading through Italy

Headlines broadcast a suc-
cession of merger projects.
Acquisitions are in fashion,
and takeover plans are high on
the dream a£ top finan-
ciers and indnstrialists.

Although grnaTVr savings or
cooperative banks have been
busy forming consortia -and
alliances; genuine hank merg-
ers are not easy to negotiate in
Italy, and acquisitions am
ffloay to be the route to hank
enlaTgpmattt

Nevertheless, a Dew mergers
have taken place. The first was
that finalised last May, in
Rome, between Cassa di Ids-
parraio di Roma, and Wwrwyp di
Santo Spirito. Shortly after-
wards, another was agreed
between Nuovo Banco Ambro-
siann

, one of Italy s largest pri-
vate banks, md the latter's
subsidiary, Banca Cattolica del
Veneta
On the acquisition side, the

most talked-abont deal was
carried out by the internation-
ally active lstltuto Bancarlo
San Paolo di Torino, Italy's
most profitable public bank.
This summer it purchased a 40
per cent stake In Credlop, the
medium-term credit institu-
tion. whose major whmwhnfiiw
is the Treasury’s deposits and
lnana hant
For several years, the Bank

of Italy has been urging credit
agencies to prepare for 1982 by
rationalising, increasing their

efficiency and, where possible,
their size. This suggestion fid|

an fertile ground at Cassa di
Rispannio di Rama, the capi-
tal’s major savings bank,
where, in early 1988, director-
general Cesare Geronzi and
President Pellegrino Capaldo
were turning considerable
thought to the local Raman
hanking situation, character-
ised by a relatively narrow
credit market, low efficiency
and poor capitalisation.

The Cassa’s managers con-
cluded that its 15 per cent mar-
ket share in its home region of
Lazio (only 2 per cent nation-
ally) was insinfidant to allow
the economies of scale and the
allocation of resources neces-
sary to meet long-term compe-
tition. They wanted -a. 30 per
cent market share of deposits
and a 20-to-25 per centmarket
share of loans. And the only

Veteran financier Enrico *

Cuccia... Last mongi,
Ambraweneto wee forced to
Sght off a takeover attempt
engineered by Mm end ttm
Flat-dominated Gunfaui
frafdifig company. Ur Cuccte
wee also said to be behind
a so tar unsuccessful assault
that OrecUo ItaHancr has bean
waging against Banca
Nazkmate detTAgrtcottura

way to attain such growth was
through a merger.
At the same time. Id, the

giant state-holding company,
was showing interest in selling
off at least part of Rome’s
Banco del Santo Spirito. With
Ll2,000bn in deposits, BSS is

about the same size as the
Cassa,- but it had a high per-
centage of bad or non-perform-
ing loans, was overstaffed and
under-capitalised. Divestment
would provide Irl with new
cap! tail- that could be Used to
recapitalise -another suffering
Id bank. Banco di Roma.
For Mr Geronzi and Mr Pelle-

grino, who had launched a first

bid for 33 per cent in April
1988, BSS was the obvious part-
ner. The SI per cent stake
bought last year means that,
together, the two banks will
have 440 branches and
L80,000bn in deposits. When
the technicalities of the merger
are completed, by the end of
1990^ It will be by far the big-
gest bank in Lazio and seventh
nationwide.
Opponents of the arihamn -

some BSS managers and, at the
start, the miinnn — bald the a
merger between two banka of

Bfanflar size in the naw»g region
would be too costly. But Ger-
onzi and PeSegrino insisted it

was complementarity, not
diversity, that would provide
major economies of scale and

“We asked ourselves
whether, with the approach of
1893, small was still beantifid,"

says Mr. Geronzi. “And the
answer we came up with was
that, hr the near future, size

would become crucial if we
wanted to respond to competi-

tion and remain profitable.

Although the Nuovo Banco
Ambrosiano already controlled

a 50.62 per cent share of the
smaller Banca Gattolica del
Veneto, the reasons behind the
merger were similar. The
enlarged bank, renamed
Ambroveneto, can now meet
the post-1992 chaltongBs. “With
sufficient productive and com-
petitive capacities," says
Ambroveneto chief Giovanni
Bazoli. the merger's architect.

Indeed, with deposits of over
L29,000bn and 337 branches,
Ambroveneto .will overtake
Banca Nazlonale di Agrlcottura
as the country's largest private
hank. It became so attractive

that, last month, Bazoli was
forced to fight off a takeover
attempt engineered by veteran
financier Enrico Cuccia and
the Flat-dominated Gemina
holding company, which con-
trols 14£ per cant af the north-
ern TtwUwn hawV
The complicated plan (which

failed when Bazoli convinced
Credit Agricote to pick up a
13*34 par cent stake in Ambrov-
eneto. held bv Ranra Fouolare
di Milano) was for the powerful
Generali insurance company, a
Gemini ally, to buy out the
Popolare holding. With almost
28 per cent between them,
Gemina and Generali would
have had enough control to
eventually ««»ii the to
Italy’s most prestigious bank.
M’s Banca Oommerdale Ital-

ians (Comit), as a prelude to
privatising it
Mr Cuccia was also said to

he behind a Bn far nnBUCCeSBftll
assault that Credlto Itallano
has been waging against Banca
Nazlonale deQ’AgricoItura.
San Paolo’s goal in buying

into Credlop was to lay the
basis for becoming Italy’s first

"polyfunctionaT, or universal,
bank; and the merger was
backed by both the Treasury
and the Bank of Italy. The
operation involved San Paolo's

_ up the stakes in Cre-

. 40 per cent of the insti-

tute’s capital - formerly held

by INP8, the state pensions
agency, and INA, thestate-
owned insurance company.
Part of the San Paolo-Cre-

dtop appeal to Italian monetary
authorities lies in Us modali-
ties. The funds from the sales

are to be used towards the
much-needed capital Increase
of the troubled Banca Nazion-
ale di Lavoro, of which DIPS
and INA are also shareholders.

BNL, currently trying to deal

with the consequences of this

summer’s acftpi™ over unau-
thorised loans to Iraq, is Italy’s
largest bank. However, it is

suffering from low profits and,

above afi, severe under-capital-
isation. The Treasury owns
74*> per cent of BNL and the
minister, Guido Carli, has
promised to see it privatised.
But, at the moment, the main
concent is finding capital of at
least L2,000bn.
Last spring, some bankers

were speculating about merg-
ing BNL with Comit, to pro-

duce a elan* hank with depos-
its of over LlOO.OOObn, able to
compete with the largest for-

eign institutions. But, for the
moment, this appears to be a
pipe-dream. More realistic are
the nwaiw operations, him the
minority stake recently bought
by Caiiplo, the wealthy Lom-
bardy savings bank. In the
Cassa di Rispannio, of Spoleto.

Cassa di Rjgpgrwdo di Roma
has also made acquisitions,
buying 40 per cent stakes in
the Casse at Orvieto and Lor-
eto, in central Italy, and
involved in negotiations with
other email savings banks.

Imi, the state-owned medium
and long-term credit institute,

is Mho abnppteg amnnd for a
retell bank. Imi already owns
insurance companies, mutual
funds and Italy's largest invest-
ment company, SIGK. But It

feels it needs a commercial
bank to be complete. The two
most likely targets are Banco
di Napoli and Banco di Roma.
Hank nMhily rrfffrialu appearto
favour an Inn-Banco di Roma
connection, on grounds that
this would be the best way to
help the mukmoapItaWaail ami
wiprafitahta credit institution.
But some bankers and politi-

cians would prefer to see a
"supermerger” between the
three banka af national inter-
est, Banco dl Roma. Comit and
Credlto Italfano.

Profile:

CESARE
GERONZI

A level

head
trusted
by both
parties

HR CESARE Geronzi, the
Roman banker, does not Him
his photograph to be splashed
around. But if he is little seen,
you can be sure that the 54-

year-old director-general of
Rome’s principal savings
bank, the century-and-a-taM
old Cassa dl Rispannio dl
Bnmii, lia« jjq trouble in hatng

heard.
After successfully engineer-

ing Italy’s first major bank
merger, last May, Mr Geronzi
also became managing direc-

tor of the 400-year old Banco
di Santo Soirito.

When the two banks com-
plete their merger - probably
by the end of 1990 — the talL
white-haired, former Bank of
Italy official la slated to
become mmmgiwg director of
the new and powerful credit
institution, which will be
Italy’s seventh largest bank.
In the meantime, the com-
bined weight of his two posts
adds weight to his cotmstt.

Most of the Italian banking
community was taken by sur-
prise when, in April 1888, the
Rome Cassa launched its bid
for Santo Spirito. But inti-

mates of the honk’s headquar-
ters, in the 17th century Pal-
azzo Sdarra, only two blocks
from the Trevi fountain, say
anyone who had paid attention
ought not to have been sur-
mised.
Although tiie Cassa has its

problems, since Mr GeranzTS
appointment as director-gen-
eral, in late 1982, there has
been rapid growth anda trans-
formation. Indeed, one of bt«

first moves was to follow a
Rank of Italy suggestion, and
modify the Cassa’s statute,
adding- efficiency, profit and
costrcontainment to tin chazi-

Cesare Geronzi: successfully engineered Italy’s first major bank merger

table concerns set down In its

1830 charter.
At the Rome Cassa, Mr Ger-

onzi was called upon to make
order out of chaos. Activities

have been rationalised and
computerised, and personnel
subjected to Intensive retrain-

ing courses. At dose to
LSOObn, annual gross profits

were high enough to allow
mhrfanHal wlf^hianiHny and
to enable Hank to become
one of a handful In Italy actu-

ally in line with the central
bank’s new stricter assets and
risk ratios. Results were so
good - annual net profits
reached L85bn in 1987, and
L97.21m in 1888 - that geo-
graphical expansion out of the
Cassa’s native Lazio was prob-
ably inevitable.

A 1987 rescue operation of
the troubled Cassa di Rispar-
mio del Molise brought in 27
new branches. And other
branches were opened in the
Milan area, the Abbruzzi,
rnwpanla and Apnlfai, to bring

the total to 187.

With an eye to the promise
of post-1992 liberalisation. Mr
Geronzi also started to look
abroad. A majority share has
been purchased in a small Lon-
don bank; the profitable Par-
is-based Banque G£n£rale du
Commerce (with branches In
IDce, Marseilles and Cannes)
was bought; and a small bank

is Barcelona is being pur-
chased. A representation office
has also been opened in Frank-
furt
Born in the Castelli hills,

outside Rome, Mr Geronzi
studied economics and com-
merce at Rome University. In
I960, he passed the exam for
the central bank. Assigned to
its foreign department, he
trained in Geneva, Paris and
Washington (at the Federal
Reserve), and quickly made a
name for himself.

In 1868, he was appointed to
head the Bank of Italy’s for-

eign exchange office. As chief
foreign exchange manager, he
worked closely with the
Bank's four-member director-
ate and specifically with the
governor - first Guido Carli
(now Minister of the Trea-
sury), then Paolo Baffl, and
later with Carlo Azegllo
Ciampi, the present governor.
"It was the best school of deri-

sion-making I could ever have
attended,* he recalls.

Known for both his market
wisdom and levelheadedness,
in late 1980 Mr Geronzi fol-

lowed former Bank of Italy
director-general Rinaldo
Ossaln to the troubled Bank of
Napoli, where Mr Geronzi
served as deputy director-gen-
eraL His reputation was grow-
ing, and in late 1982 the board

of administration of the Cassa
di Rispannio di Roma, which
was looking for technical
expertise, not political affilia-

tion, offered him the post of
director-general.

Italy’s casse dl rispannio
were bom as non-profit Insti-

tutions, and because of the
Cassa’s ongoing charitable
activities In the Rome area, its

top officers are always inflnen-

tlaL But Mr Geronzi has also

been good at forging relation-

ships with the powers that be.

He is said to be trusted by
both of Italy's top governing
parties, the Christian Demo-
crats and the Socialists. And
because of his practical and
conciliatory nature, despite
the strains caused by the
Santo Spirito merger, he has
been able to maintain excel-

lent relations with the bank-
ing unions.

Until It was finally ratified

last May, by Santo Spirito’s

board of administration, the
merger had caused consider-
able controversy. But Mr Ger-
onzi, who continues to enjoy
tiie confidence of the Bank of
Italy’s top management, was
unflappable. "We're going
ahead with this merger," he
said, "because it’s an Idea
whose thug has come.”

Sari Gilbert
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THE SOUTH: the climate is good - but not for banking, and . .

.

“The Governor is 10 years
old but doesn’t look it"

MR CIAMPI’S 10 YEARS

Culture widens the efficiency gap

Agrtgento Is among Bm provinces where savers have a choice of 51 local banks

Intellectual

honesty wins
high regard

OFFICIAL concern about the

financial system in the mezzo-

giomo, the south of Italy, was
underlined earlier this year.

The Bank of Italy's annual
report, published at the end of

May, dedicated a section to the

mezzogiomo’s economy and the
difficulties faced by banks
operating in the south.

"The gravity of economic
imbalances is known," Carlo

Azeglio Ciampi told the central

bank's annual meeting.
Southern per capita GDP is

only 35 per cent of the centre/

north, and the ratio of per cap-

ita family consumption only 66

per cent. "Over recent years,

the industrial productivity gap
has widened rather than
closed. Added value per worker
in the south is 20 per cent
lower than in the cen-
tre/north," said Mr Ciampi.

He noted that production
efficiency was lower in the
mezzogiomo. Business is less

profitable. Measures like gross

operating margin and return

on equity show that southern
firms lag behind those in the
centre and north. Latest labour

figures show southern unem-
ployment of 21.3 per cent,

against 5.8 per cent in the
north.

Clearly, southern banks
operate in a less favourable
economic climate than banks
in northern Italy.

"The limited presence of suc-

cessful large and medium
industrial groups prevents bal-

anced Lending. Our client base

is fragmented and heavily
biased towards small firms”
says Luigi Cocdoli. chairman
of Banco di Napoli, one of the
mezzogiomo’s two large banks.
Banco di Sicilia feces similar

problems. "The southern econ-

omy needs assistance. Banks
must encourage local business,

even though giving credit is

riskier than to efficient indus-

tries In developed areas. Risk
Is one of the burdens which
southern banks must bear.**

says Giannino Parravicini,
Ranm di Sicilia's r.hflirman.

Mr Coccioll agrees that
higher risk Is a feature of serv-

ing the south. "This is seen in
the significant difference
between default in the north
and south,” he says. Indeed,
figures from the Bank of Italy

show that the average ratio of
default to loans was 12.5 per
cent in southern banks last

year, compared with 6.5 per
cent in central/northem batiks.

The gap has widened daring
the 1380s. Ten years ago the
difference was 1.4 per cent.

“Higher interest rates are a
reflection of the higher risk,”

says Mr Cocdoli. He mentions,
however, that from 1983 to 1987
Banco di Napoli followed a pol-

icy of lending at lower rates in
the sooth. In order to encour-
age small companies and
young businessmen. "Unfortu-
nately we were unable to con-
tinue, and had to lift our rates
to realign with other banks.”
Average interest rates given

on deposits are not signifi-
cantly different between north-
ern and southern Italy, firms
and families in the mezzogiomo
earning about 0-3 per cent less

than their counterparts in the
centre and north. But borrow-
ers pay considerably more on
loans, the Bank of Italy's fig-

ures revealing a 2 per cent dif-

ference.

This interest rate gap allows
southern banks to show up bet-

ter on interest and intermedia-
tion margin than cen-
tral/northem banks. However,
when local Inefficiencies of
operating and staff costs enter
the equation, southern hanks
return markedly inferior
results, with gross operating
profit equal to 1.1 per cent of
managed funds, compared with
1.5 per cent achieved by cen-
tral/northem banks. On the
bottom line, net profit was less

than 0-3 per cent of managed
funds in 1967, against 0.5 per
cent in the centre/north.
The efficiency gap owes

much to the large cultural dif-

ference between north and
south. "Southern instinctive-

ness contrasts with the teu-

tonic northern approach, ft is

interesting that, in the mezzo-
giomo, Banca Commerciale
Italians becomes similar to
Banco di Napoli, while we
become like Banca Commer-
dale in the north,” says Mr
Coccioll, noting how banks
adapt to their environments.

The Bank of Italy has
been encouraging

expansion of central
and northern banks

In the south

Among the many gaps which
separate the economies and
banking systems of northern
and southern Italy is the capi-
talisation of state controlled
banks. The balance sheets of
both Banco di Napoli and
Banal di SinlTia which have
the status of public law credit

institutions, show them as
poor relations, compared with
northerners like Istituto Ban-
carlo San Paolo di Torino and
Monte dei Paschi di sipna.

Both the large southern
banks fail to meet the Ranlr of
Italy’s capital adequacy ratios.

"We are currently between
L300bn and L400bn short,”
admits Mr Coccioli, though the
Amato bill now before parlia-

ment should provide L800bn.
Banco di Sicilia Is even more

undercapitalised. "Da spite of
increasing our capital base
tram L345bn in 1979 to L1590bn
last year, our shortfall still

amounts to between L400bn
and L450bn. During this period,
capital injections from the
Treasury have been negligible.

In the 1980s, no business has

been able to satisfy growing
capital needs from cash flow.
Yet we have been foxed to do
so,” says Mr Parravicini. He
considers inadequate the
L563bn allocated by the Amato
bill, "ft will cover the shortfall

but not allow expansion.”
Working in a difficult econ-

omy, and beset by problems of
internal efficiency and capital
shortages, the two large
southern banks are not helped
by operating in the home terri-

tory of organised crime, the
Sicilian mafia, Neapolitan
camorra and Calabrian
’ndrangheta.
However, both large banks

say that, coping with criminal
infiltration is not a major prob-
lem. "Big banks are able to
erect effective defensive
systems,” says Mr Coccioli.
“But criminal infiltration
affect small banks where fam-
ily ties wnd friendships infer-

ence management’s judgment.”
At the beginning of the year,

Mr Ciampi told th#» parliamen-
tary mafia commission: "The
capacity of criminal organisa-
tions to enter the finarvdni cir-

cuit is greatest in those parts
of the system with weak tech-

nical characteristics, organisa-
tional shortcomings and inade-
quate internal controls.”
The central bank’s governor

was probably thinking about
the mezzogiomo’s numerous
umaTi tanka, and nowhere is

the presence of small banks
more evident than in Sicily.

The Associmrtone Bancaria ftal-

iana (ABI) yearbook reveals
that the province of Palermo Is

home to 20 banks and fhtania
to 17. In the mafia heartland of
Trapani, in the west, and the

Caltanissetta and Agrigento
provinces in the centre and
south, savers have a choice of

51 local banks.

Vulnerability of small
southern banks explains the
efforts of the central bank’s
Vigilanza. Of 571 ordinary
inspections undertaken in
1988-1988, 100 were in Sicily,

Calabria and Campania. Spe-
cific Interventions affected 105
hanks over this period, with 48

in these three mezzogiomo
regions being called to account
for "anomalous situations”.

Specific interventions involved

10 per cent of hanks nationally,

but the figure was 30 per emit

in Sicily, 21 per cent in Cala-

bria and 15 per cent in Cam-
pania.

The Bank of Italy has been
encouraging expansion of cen-
tral/northem banks in the
south, ostensibly because mez-
zogiomo business needs their
skills in order to develop, and
because a small local banks
will be stimulated to greater
efficiency and innovation. Left
nnsaid is the view that large
central and northern hanks are
better equipped to deal with
the mafia in its different
regional costumes.

Public-sector Monte dei Pas-
chi di Siena and Istituto Banca-
rio Sen Paolo di Torino have
takan the hint. Others, like the
strong Cassa di Risparmio di
Verona Vicenza e Befiuno, say
they have no leanings towards
the south. With the difficulties

faced by banks in the mezzo-
giomo, it is easy to understand
reluctance to venture south.

David Lane

THE HEADLINE cm an Italian

editorial about Carlo Azeglio

Ciampi sums up many people’s

views of a man who was next

to unknown when he became
Governor of the Bank of Italy

in 1979, and who, over the past

decade, has gone beyond his

institutional role as the archi-

tect of Italian monetary policy

to become the guardian of the

economy as well.

As governor, Mr Ciampi has

so distinguished himself for

independence from Italy's frac-

tious, and often inexpert, polit-

ical powers as to have created

a small groundswell of opposi-

tion that would like to see the

central bank at least brought
to heeL
A recent “index” of central

hank independence, worked
out by Harvard economist
Alberto Alesina, suggests that
the Rank of Italy is only the
most independent of the indus-
trialised world's less dependent
central banks. It cannot
change the discount rate with-
out the consent of the treasury
minister; and, despite the 1981
“divorce”, which freed the cen-

tral hank from the obligation

to buy the Treasury bills that

the Government is unable to

sell at auction, it is still obliged
to fend the Treasury account
at the Bank to a degree that
many consider excessive.

Nevertheless, as Mr Alesina
admits, the Italian central
bank “enjoys broad autonomy,
and is a strong and respected
institution”.

It is one of the tew policy-
making bodies in Italy that can
be said to be substantially
immune to the political
appointments, influence-ped-
dling and deal-making that
undermine much of the Italian

body politic.

In recent months, the glare
of publicity, to which the unas-
suming Mr dampi’s hag i«np

been subjected, has lessened.
This summer, as the 68-year
old Mr Ciampi was approach-
ing his tenth anniversary, a
new government was formed,
with the treasury ministry
going to the strong-willed,
highly-respected and outspo-
ken former Bank of Italy gover-
nor, Guido Carii, who has dear
ideas anH the expertise to bpek
them up.
Mr Carii’s appointment was

certainly a feather in the cap of
Prime Minister Giulio
Andreotti, who could point to a
first-rate appointment in one of
the cabinet’s most sensitive
posts. But, since experts agree
that the autonomy of the Bank,
depends in part on the interac-

tion between the governor and
the treasury minister of the

moment, the appointment may
have been partly designed to
redress the balance of power in
favour of Italy’s politicians.

Mr Ciampi was appointed
governor at a jnneture seen as
crucial ftor the Bank’s future.

He replaced the late Dr Paolo
Baffi, Mr Carii’s successor,
who resigned in the aftermath
of a scandal in which political-
ly-motivated magistrates, act-
ing for obsure reasons, sought
to undermine the moral
authority of the Bank, by filing

trumped-up charges of corrup-
tion against Mr Baffi and Dr
Mario SarcineDi. then a high-
ranking Bank offtefoi .

At the time - Mr Andreotti
was prime minister then, as
well - Italy’s politicians
sought to impose an outside,

politically-designated candi-
date. And it was only the pdi-

Sari Gilbert assesses
the achievements of

the central bank under
Its independent
minded chairman

ticlans' inability to agree
which allowed the Bank to con-

tinue its recent tradition of
inside appointments. Mr
Ciampi, who joined the bank in
1946 and rose through the
ranks, was promoted to gover-

nor from his post as the Bank’s
director-generaL
Over the last decade, the

Rank of Italy has bad to deal
with a variety of major prob-
lems; the stability of the lira,

raging double-digit inflation
(until 1985), and the gaping
public deficit. Although critic-

ised for an unduly tight
embrace of the banking sys-

tem, the Ciampi central bank
ban won high marks for intel-

lectual honesty.
There are three areas in

which has broken new and
important ground:
MThe Ciampi administration

has worked hard to win accep-
tance in Italy’s courts and
political councils for the con-
cept of the bank as enterprise.
Thanks to Ciampi, it can be
said that the deeply-rooted
notion of a hank as a public

entity with political respansa-

bilities to disburse credit to

this or that region of the coun-

try or sector of the economy

has been replaced by the view

of a bank - sanctified in rul-

ings in 1982, 1987 and 1989 by

the Court of Cassation - as a

profit-making and efficiency

oriented enterprise.

Following entry into the

European Monetary System,
Mr Ciampi was determined to

end the earlier trend of com-
pensating for Inflation with
devaluation. During his gover-

norship, the Bank has success-

fully maintained a stable

exchange rate, combined with

a restrictive, anti-infiationary

monetary policy. This reversal

of earlier policy — an easy

monetary policy, with negative

interest rates - contributed to

the restructuring of Italian

industry over the last decade,

by convincing industrialists

that, if they wanted to be com-
petitive, they could not depend
on exchange rate variations,

but would have to cut costa.

Under Mr Ciampi. the
Rank of Italy has been direct-

ing a major effort, designed to

reform the Italian financial
system and make it modem,
stable, responsive and efficient

enough to operate in tomor-
row’s European stogie market
The projects successfully

backed by the central bank
include the establishment of
investment funds, the intro-

duction of merchant banks and
other financial intermediaries,
creation of an overnight mar-
ket and of a telematic market
in treasury bills, reform and
supervision of the stock
exchage and privatisation of

Italian public banks.
Although they profess

mutual respect, Mr Ciampi and
Mr Carii have different views
on several sensitive issues.
On one of these, separation

of hanks and industry, Mr
Carii, sensing the general
trend, appears to have given
ground. More potentially divi-

sive is the view on the 1936
tanking law, which Mr Carii
would like to replace and Mr
Ciampi, mindful of the implica-
tions for the Bank of Italy’s

own sower, wants to preserve.

A newname enters

the Italian banking scene

AmbrosianoVeneto
3

L
IThe name is new but Banco Ambrosiano Veneto is no stranger to the

Italian banking scene.

Banca Cattolica del Veneto was founded nearly one hundred years ago while

the original Banco Ambrosiano opened in Milan in 1896. Their merger creates

one of Italy’s major banks with assets of 23.7 bn lire and deposits of 16.6 bn
lire ($ 17 m & $ 12 m).

Both banks have been working together for the past few years. As NBA
was the controlling shareholder in BCV, their complete integration is a logical

development

The 350 banking branches are especially strong in the major economic

centres of Northern and Central Italy.

During die current year, however, the Group has opened up in the South by
the acquisition of a bank with 12 branches near Bari as well as having acquired

5 branches situated near Naples. These locations have been selected as a result

of studies indicating their economic potential.

The fact thatBanco Ambrosiano Veneto will be Italy's leader in die private

sector will enable it to compete very strongly in terms of speed and flexibility.

Already, thanks to its specialised subsidiaries, it provides a comprehensive

range of financial services including merchant banking,

leasing, factoring, consumer finance and insurance brokerage. It enjoys good

working relationships with some 3,000 banks throughout the world.

Banca Cattolica NUOVOqBANGO

del Veneto Ambrosiano
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Representative Offices: New Vbrit, HongKong

Bancs Cattolica del Veneto * Via S. Corona, 25 - Vicenza Nuovo Banco Ambrosiano * Piazza Ferrari, 10 - Milano


